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The word ‘content’ doesn’t do justiceto the
great music and songs that EMI’s artists create,

But it does explain the business we are pursuing —
finding, developing and supplying pure musical
content of high, long-term quality.

The music industry is in a period of transition
led by rapid technological change. Itis difficult
to predict precisely what the most successful
models for selling music will be in the future.
But one thing is certain: quality content is
the key to unlocking value as those new
models emerge. L

EMI is working with all kinds of retail, distribution,
hardware and software com panies to help
consumers and users buy our music inthe ways
they want to.

And we are working hard to protect our music
from theft. Music has a value to the people
who created it and own it. Stealing intellectual
property is the same as stealing any other
kind of property.

Content, and value for stakeholders, are EMI’s
focus in a world where more music is being
consumed than ever before. We believe that

IS @ unique opportunity.



There are more and
more formats for playing
music

2003

Music Formats Deavices

Streaming
QOnline Radio

Digital Radio Radio Tuner
TV
VCR

Record Player Record Player

Cassette Tape Tape Deck Cassette Taps Tape Deck

CD Player co €D Player
DVD Audio DVD Player
PG

Games Devices

Radio Tuner RadioTuner

v
VCR
DVD Player

Dawnloads G0 Player
] DVD Player
PC

Games Devices

Ring Tones MP3 Player
Ring Tunes Mobile Phones
MMS




Music generates revenues
in many different ways




"We delivered the promised
Substantial improvement
in profitability driven by
the turnaround of EMI
Recorded Music, another
solid performance from EMI
Music Publishing and tighter
financial management across
the group.’

Financial Summary

Yoar anded Yeuur ancliact
31 March 208: 31 March zcg‘ani
Group turnover 2,175.4 24458
EBITDA (i 297.0 2419
Group operating profit {EBITA) (ii) 254.0 190.9
Adjusted PBT (iij) 177.3 153.3
Profit (loss) before taxation 319.3 (152.8)
Adjusted diluted earnings per share (iv) 15.6p 11.8p
Basic earnings per share 29.3p (25.5)p
Dividends per share 8.0p 8.0p
Return on sales (v) 11.7% 7.8%
Interest cover (vi) 3.9x 4.0x

4N EBITDA s Group operaling proft bators operating axceplional tems, daprecimon and amortisation of gooawill and music copyrights.

oo Groug oparvating profit (EBITA) s betore Operating axcegtion:al tems and amor tisation of goadwill and music copyrights.

Wy Adjusted PBT is before boih operating and nor-operating exceptional items aned amortisation of goodwill and music copyrights.

(vi Adusted dilutec! sarmings per share is bedore both operating ard non-operating exceptionat terms and amortisation of goodwill and music copyrights.

i Returm on sales is defined as Group operating profit betora operating exceptional items and armartisation of goodwill and music copyrights as a percentage af Group turnover,
i Interast cover is defined as the numiber of times EBITDA is greater thar Group finarce charges.



Chairman’s Statement

Eric Nicoli
Chairman, EMI Group

The year ended 31 March 2003 was one of remarkable
progress and achievement for EMI Group, all the more
soina context of the global recorded music market
declining by almost 9%. This market movement was
markedly worse than we, and othersin the industry,
anticipated at the start of the year and demanded
aswift and robust response from alf parts of EMI’s
business,

We delivered the promised substantial improvernent

in profitability driven by the turnaround of EMI Recorded
Music, another solid performance from EMI Music
Publishing and tighter financial management across

the group. Furthermore, we have invested time and
resources in strengthening our cutture and management
capabilities to equip our businesses to cormpete more
effectively in tough market conditions and a rapidly
changing environment. These are the results of a
company now bieing managed in a very different way
fromthepast. . ... -

EMI Group

Forthe group as a whole, operating profit (EBITA)

in the yearimproved by 33.1% to £254.0m on sales
11.1% lower at £2,175.4m. Exchange rate movements
had a significant adverse impact; at constant currency,
operating profit was up 34.8% while sales declined

by 8.4%, broadly in line with the market.

Profit before tax, amortisation and exceptional items
improved by 15.7% to £177.3m. When adjusted for
currency and the year on year impact of the sale of
our stake in HMV Group, the underlying improvement
was 40.3%,

Under Roger Faxon’s stewardship, EMI Group’s
balance sheet was completely restructured with the
effect of more than doubling the average maturity of
our debt. We converted our passive interest in HMV,
Viva Media and other non-care assets into active
investment in our core business and, during the course
of the year, we reduced our net debt pasition by close
to £200m leaving year-end net debt at £859.8m,

its lowest level for four years.

Our tax rate for the year was somewhat lower than
in previous years at 25%, mainly as a result of the
improved North American profitability and a more
favourable business mix overall.

Net profit after tax and minority interests improved by
£429.2mto £229.7m compared with the previous year's
loss of £199.5m. The resulting improvement in adjusted
diluted earnings per share was 32.2%, to 1 5.6p per share.

TheBoardis recommending a final dividend of 8.0p per
share, giving a full-year dividend of 8.0p per share, thus
maintaining the previous year's level and improving
dividend cover to close to two times,

Recorded Music

In EMI Recorded Music, Alain Levy and David Munns
have driven the implernentation of their far-reaching
restructuring and reorientation plan with the objective
of changing completely the way we work,

The strength and professionalism of the management
team atall levels is, | believe, world class. The focus is
now on sustainable, profitable sales, and on finding,
developing and effectively marketing artists who

will have long-term, successful careers.

Sales in Recorded Music fell 12.6% to £1 J74.2mas
the result of a combination of factors including macro-
economic effects in some regions, a growing impact

of music piracy in allits forms and the disruptive impact
of our restructuring activities, some of which took longer
than originally planned.

Ourfocus on generating profitable sales ~ rather than
market share at any cost —together with ful delivery of
the projected cost savings and efficiency improvements
frorn restructuring, resulted in an increase in operating
profit (EBITA) of 81% to £150.5m. Our performance

in North America was particularly pleasing as we saw
margin improve by over 12 percentage points. The UK
business had another year of excellent progress and

in South East Asia we maved into profit for the first

time in a number of years,

Music Publishing

EMI Music Publishing, under Martin Bandier's
leadership, is, and has been for many years,
dernonstrably the best in the industry. While not immune
to the effects of a declining recorded music market from
which over 50% of its revenues derive, this business
has, once again, shown great resilience and has
managed to maintain overall sales and profitability

by developing and exploiting other revenue streams.



‘We have demonstrated that

we have the resilience and flexibility
to operate effectively and profitably
in a range of market outcomes.’

Due entirely to currency moverments, sales inthe year
fell marginally from £416.4m to £401.2m and operating
profit (EBITA) was 4% lower at £103.5m. At constant
currency, sales were flat and operating profit was
down by just0.5%,

Change

The extensive and challenging change programme
of the past year was designed to put the groupon a
mtich sounder financial footing and to allow us to be
more flexible and responsive in the tough competitive
conditions that we expect to prevail in the future. That
objective has been achieved.

The scale of the changes implemented over the course
of the year was massive and their impact was often
uncomfortable, The improvement in the business could
not have been achieved without the extraordinarily hard
work and dedication of my colleagues across the world.
tam proud ofthem-and the way they have embraced
the need for a different way of operating.

We have aiso seen change in our Board membership.
In May, Michael Jackson stepped down after only two
and a half years as the consequence of a change of
ownership of his employer resulting in a conflict of
interest. In July, Hugh Jenkins retired after seven years
of distinguished service and | thank both Michael and
Hugh for their support and wise counsel. In September,
Peter Georgescu joined, bringing a wealth of valuable
media, advertising, consumer marketing and general
management experience to bear on our strategic
deliberations. Since the year end, we have been joined
by David Londoner, a renowned former securities
analyst with extensive knowledge of the global media
and entertainment industry and the North American
investment community.

The Future

Contentis at the core of EMI -~ developing and

supplying pure music content of the highest quality.

We are committed to providing consumers with the
music they want, in the format they want, at a value they
find compelling and we are working with a vast range
retailers, distributors, hardware and software
manufacturers to make that vision a reality. At the same
time, EMI is at the vanguard of industry efforts to protect
our content from theft. Music is valuable to the psople
who use it and to those who create it and own it. Stealing
music is the same as stealing any other kind of property
and we will do everything within our power to prevent it,

In a world in which more music is being consumed
than ever before, at EMI, with our extrermely deep and
rich music content bank, we have a unigue opportunity
to develop new revenue streams.

The weakness inthe recorded music market is not yet
over but we will be unrelenting in our efforts to attack
the reot causes of decline and to find ways to grow
our business,

Inthe year ahead, while the market remains volatile

and difficult to predict, we expect it to decline further
but, probably, at a slower rate than last year. We have
demonstrated that we have the resilience and flexibility
to operate effectively and profitably in a range of market
outcomes and we aim to make further progress

in every part of our group.

Eric Nicoll
Chairman
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EMI Recorded Music
Top 20 Albums 2002-03

Norah Jones 2
Clorme Away

With Ae

118m

Robbie
Williams
Escacalogy

Rolling Stones 5 Utada Hikaru
Forty Lichs Lheep Hiver

5.5m L2

9 Queen
Quieren FPiatinum
Collection
1.7m

8 Renaud
Bowcan d'onfer Fovear
1.8m 1L6m

12 Paul McCartney
Back nthe LS.
Live 2002
Tdm

13 Snoop Dogg
et Tha Cost
10 Be Dy Boss
1.3m

16 Massive
Attack
IOt Window
t.0m

18 George
Harrison
Brawasied
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6 Herbert
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Feels So Good
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14 David Bowie

Beslof Bowe
1.3m

19 Coldplay
Marachites
1.0m

Coldplay
A Rush Of Blood
To The Head

56m

Blue
One ! ove
2.5m

10 Kylie Minogue 11 Atomic Kitten

15 The Beatles
li

1.2m

20 The Vines
Highly Evolved
0.9m




Recorded Music
Operating Review

Alain Levy
Chairman and CEQ
EMI Recorded Music

The global music marketis undergoing a shift in its
traditional shape and structure that has far-reaching
implications for the way the industry has been
accustomed to do business.

EMI Recorded Music entered the financial year with
acommitment to changing fundamentally the way

it operates. This initially involved reducing overheads,
including 1,900 jobs, to generate nearty £100m in
annualised fixed cost savings. Thiswas a necessary
process in orderto create a structure that is both scaled
to the new size of the market and flexible enough to
take advantage of new opportunities that arise or

are developed.

This restructuring has contributed to an operating profit
(EBITA) uplift of over 80%, while at the same time having
some short-term negative impact on reverues. Ina year
where the market fell 8.7%, EMI Recorded Music's
turnover decreased 12.6% (10.2% in constant currency
terms) to £1,774.2m. This decrease is partly the resuit

of general market forces, most notably a significant
increasa in both digital and physical piracy. t was also
driven by the disruption to day-to-day operations
caused by the extensive restructuring process,
particularly in Continental Europe and at Virgin America,
as well as by the lower than expected performance

of some local repertoire releases in Japan,

While we recognise that, in the long term, sales growth
is animportant objective, the year ended 31 March
2003 was clearly one during which we repositioned
EMIRecorded Music on profitable foundations, and

its performance did improve markedly. Operating profit
increased 81% to £150.5m (£150.1m at constant
currency), more than doubling operating margins
t08.5% compared with 4.1% last year.

This margin increase is not simply the result of cutting
the cost base. In the year just ended, we pursued

an aggressive policy of refocusing Recorded Music
on its core business by streamiining the artist roster
and exiting unprofitable operations and costly

joint ventures,

The improvement alsc demonstrates the importance
of concentrating on profitable, sustainable sales from
artists with long-term potential. EM! had considerable
global success with such artists, including the
phenomenal debut album from Norah Jones, Come
Away With Me, which has now sold 13m copies;

the excellent second atbum A Rush Of Blood To The
Head from UK band Coldplay and Robbie Williams'
Escapology, both now nearing 6m copies; and the
definitive greatest hits from the Rolling Stones, now
over Sm copies of a double album. We also had excellent
regional successes from artists such as Utada Hikaru,
Renaud and Herbert Grénemeyer, whose album
Mensch sold over 3m copies to become the highest
selling German language album ever.



¢ ‘In the year under

review, EMI Recorded
Music began building
the foundations for the
music company it aims
tobecome.Thereis
more interest in,and
consumption of, music
than ever before, and
there is atremendous
opportunity ahead
to legitimise and
capitalise on this

- demand.’



45th Grammy Award Winners

Record of the year Best rock perforrnance by Best traditional tropical
Norah Jones a duo or group with vocal Latin album

Don't Know Why Coldplay Bebo Valdes with Israel ‘Cachao’
Album of the year InMy Place Lopez & Carlos ‘Patato’ Valdes
Norah Jones Best alternative music album El Arte del Sabor

Come Away With Me Coldplay Best soul gospel album
Song of the year A Rush Of Blood To The Head The Blind Boys of Alabama
Norah Jones Best engineered album, Higher Ground

Don't Know Why non-classical Best new age album

Best new artist Come Away With Me Eric Tingstad & Nancy Rumbel
Norah Jones Producer of the year, Acoustic Garden

Best fomale pop vocal non-classical

Norah Jones Arif Mardin

Come Away With Me Come Away With Me

Best pop vocal album Best dance recording

Norah Jones Dirty Vegas

Come Away With Me Days Go By

Recorded Music Turnover Recorded Music Operating Profit
. (em) &m)

2,282.0
2,032.5

2,029.4 227.5

1,774.2 195.1
150.5
| l
2003 2003

2000 2000 2002

2000 2001 2002



EMI Market Share
By region—value (%)

North UK & Continental Japan Asia Latin Australasia Total
America Iratand Burope ox, Japan America
206 2048
18.0
16.9 17.0
15.2
13.8
13.4 12.6
1.2
0.4 10.6
104 0.3 9.8
| I '
2002
2003

Digital Music Service Subscriber Growth

35,000
30,000
25,000
20,000
15,000
10,000

5,000

26/02 23/6/02 1702 A/802  25/8/02 150402 6/10/02  27110/02 171102 8M2/02 20112/02 191/03 92003 2/3/03  23/3/03

Based on information from one US-based service



North America

Looking at our performance on a regional basis,

the turnaround in our North American business was
encouraging. After five consecutive years of losses,
the new management team has delivered a return

to profitability and a margin increase of more than 12
percentage points. While market share foll significantly
in the first hatf, there was a gradual increase over the
second half, with Norah Jones' eight Grammy awards
in February a particular highlight.

The changes made at Capitol have delivered initial
successes from artists including debut alburns from
The Vines and, more recently, Lisa Matie Presley,

Virgin is now beginning to rebuild its roster and EMI

is increasingly confident of generating US-signed artists
for worldwide exploitation, while recognising that
progress will be gradual in this very competitive market.

UK

The UK had yet another impressive year and continues
to be a major source of repertoire both for local and
international exploitation, as well as a standard of
excellence in extracting value from catalogue.

Continental Europe

Continental Europe underwent the most comprehensive
restructuring of all territories that took longer than
anticipated to complete. Nonetheless, it remains a highly
profitable business, and had significant success with
anumber of local repertoire releases, including albums
from Renaud in France and Herbert Grénemeyer

in Germany. With the restructuring now complete,

we expect to make progress at all levels.

Japan

Japarrhad someimportant successes, notably with
Utada Hikaru's third alburm Deep River, but nonetheless
turned in a somewhat disappointing result as certain
significant local repertoire releases, particularly in the
fourth quarter, did not perform as well as expected.
Despite tough market conditions, we remain confident
in the quality of our team in Japan and their ability to
deliver future successes.

Asia

Asia, outside of Japan, was another great success,
turning in its first profit in a number of years. EMi is
pursuing a very aggressive strategy to improve both
market share and profitin this region. This includes

a significant push into China, illustrated by substantial
investment in local repertoire, which offers considerable
potential despite severe piracy,

Latin America

Results in Latin America were mixed. There were
significant setbacks in Mexico resulting from piracy
and poor local management performance. This
management is in the process of being replaced.

EMI also closed its Venezuelan operations because

of the severe economic problems in that country.

Atthe same time, however, the region’s most important
market, Brazil, returned to profitability and there was
considerable progress in the growing US Latin market.



‘In recent months we have started to see

a shift in the attitudes of governments as

to the seriousness of the piracy situation
and are starting to witness their willingness

to confront the problem.’

Piracy

Beyond improving immediate profitability, containing
piracy has become another major priority for EMI.
During the year, EMI Recorded Music created a global
anti-piracy team. Qverall we have allocated substantial
management time to lobbying governments to enact
and enforce stronger legal penalties, and to identifying
technologies and establishing procedures that protect
our music. The group is determined to contain the sales
erosion caused by physical counterfeiting, illegal file
sharing and CD burning.

inrecent months we have started to see a shiftin the
attitudes of governments as to the seriousness ofthe
situation and are starting to witness their willingness
to confront the problem.

Piracy containmentis one important part of the new
environment. ltis, however, clear that consumers want
to access music legally via the net and we are making
considerable efforts and progress in turning this into
reality. EMI's catalogue is very widely available in digital
delivery services and the group has taken a leadership
position in offering more of our content on the net.
EMlis also actively pursuing opportunities offered by
the digital world such as ring tunes and video distribution
as well as gaining further insight into music
consumers’ behaviour.

Outlook

Inthe year under review, EMI Recorded Music began
building the foundations for the music company it aims
to become, operating under principles that focus on
profitable sales growth and long-term artist
development. There is more interest in, and consumption
of, music than ever before, and there is a tremendous
opportunity ahead to legitimise and capitalise on

this demand.

Laoking ahead to the current financial year, the

markets are likely to remain challenging. However, we
are confident of being able to face the issues, both in
terms of supplying high-quality music, for which there
is growing demand, and in maximising the revenue EMI
Recorded Music generates from this music. On this
basis, we expect to improve market share.
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EMI Music Publishing
Top 20 Writers 2002-03

Anders Bagge Sting Sean Paul
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Stargate Alan Jackson Clif Magness

Ms Dynamite Guy Chambers Doves

Good Charfotte

Norah Jones Nirvana Matchbox Twenty




Music Publishing
Operating Review

Martin Bandier
Chairman and CEO
EMI Music Publishing

EMI Music Publishing delivered another solid
perfarmance, despite the challenges presented by

the downturn in the global recorded music market.

For the year as a whole, operating profit (EBITA) fell
from £107.8m in the previous year to £103.5min the
year ended 31 March 2003. This decrease resulted from
currency movernents, in particular weaknessin the US
dollar, and from a slight increase in corporate charges.
On a constant currency basis and before central cost
aflocation, Music Publishing operating profit (EBITA)
increased marginally, from £110.6min 2002 to
£111.0min the year ended 31 March 2003.

The turnover generating this margin also remained
broadly flat on a constant currency basis, at £416.6m
compared with £416.4m in the previous year. Taking into
accaount currency effects, turmover fell 3.7% to £401.2m.

This resilient performance reflects the strength of EMI
Music Publishing's ability to develop new revenue
sources and additional uses of music that reduce its
reliance on the recorded music industry. Mechanical
royalties, primarily derived from the sale of music in
CDfarmat, now comprise only 53% of our total turnover,
down from 55% in the previous year, and 60% in 1998.

Mechanical Royaltios

The8,7% declinein the recorded music industry
inthe year ended 31 March 2003 did have an impact
on mechanical royalties. Nevertheless, with a fall

of only 3.5% at constant currency in mechanicals,
we outperformed the global market, demonstrating
the continued success of our strategy of signing
leading writers across all genres, together with our
ability to generate repeated uses through re-recordings
of songs in our existing catalogues, in particular the
great songs from the Motown eraincluded in the
Jobete catalogue.

Performance Income

Performance income, derived from the public
performance of songs in EMI’s catalogue, comprises
25% of EMI Music Publishing's turnover and grew 3.3%
at constant currency, representing the fifth consecutive
year that this revenue stream has increased. Driving

this growth is our strong chart share, together with the
increase in media outlets, the resolution of outstanding
cable rate disputes in the US, which increased revenues
by bringing cable royalty rates in line with other media,
and increased efficiencies at the local societies in the
collection of publishing revenues.



Music Publishing
Revenue Sources
{£m)
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Mechanicol Performance Synchronisation Other

Synchronisation Royalties

Synchronisation royalties generate 14% of Music
Publishing turnover, and also grew strongly, up7.9%

at constant currency. This substantial increase at a time
when the global advertising market has been under
pressure is a considerable success. It demonstrates the
value in EMI's successful exploitation of its catalogue not
only in commercials but also in films, TV programming
and, increasingly, the video game market which uses
music to enhance game play.

Key elements in driving its synchronisation revenues
are Music Publishing’s business-to-business website
and Music Spa. The site has over 6,000 regular users
worldwide who can search our catalogues to suita
variety of music needs. Since its relaunch in February,
daily traffic has increased by over 70%. The Spa,
housed in the company’s New York office, is a creative
atmosphere with the technical capabilities that allow
advertisers and their agencies to work with EMI’s Music
Resources Group to sample and identify the music
that best fits the product and message ofa
commercial campaign.

32
95

101

[:5) 01

220 i
212

Songs from Music Publishing’s catalogues are also
featured inra variety of musicats, which EMt activety-
seeks to promote. Current shows include: We Will Rock
You, based on the Queen catalogue; Mamma Mia, using
the songs of Abba; and Qur House, featuring the songs
of Madness. In autumn 2003, a new musical featuring
the music of EMI-signed writer Rod Stewart is expected
toopen in London's West End, and plans are underway
for a Motown-based musical to be written and produced
by Motown founder Berry Gordy.



Music Publishing Catalogue

Always On My Mind/Baby
Love/Blue Moon/
Bohemian Rhapsody/
Can’t Get You Out Of My
Head/Every Breath You
Take/Fame/Have
Yourself A Merry Little
Christmas/Hero/

o Imagine/It’s Raining Men/
James Bond Theme/
Just Like A Pill/Lady
Marmalade/Perfect Day/
Pink Panther Theme/
Rocky Theme/Stand By
Your Man/Stop!In The
Name Of Love/This Old
Heart Of Mine/Where Did

® OurlLove Go/



European Ring Tone Sales
{Euros bny)

25

1.39

0.5

2000

Source; Durlacher Research

North America

InNorth America, turnover fell 1.5% as gainsin
synchronisation income were offset by falls in
mechanicals, but again by less than the overall market
decline. EMI Music Publishing was once again named
Publisher of the Year by performance societies ASCAP
and BMI and by Billboard magazine. EMI Music
Publishing writers, artists and producers cumulatively
earned 24 Grammys, one-third of which went to Norah
Jones and her debut album Come Away With Me,
which to date has sold 13m copies.

UK

Inthe UK, turnover grew 3.8%, reflecting an increase
in both mechanical and performance income driven by
our continued leadership position in the UK charts.
EMI Music Publishing and its writers won numerous
awards at every major UK award ceremony, including

six Brits, five lvor Novello Music Awards and Music Week

named us Publisher of the Year for the eighth year in arow.

20

Continental Europe

Continental European performance was mixed. Certain
markets, notably Germany and ltaly, were impacted by
steep local market declines in recorded music. France
countered that trend as the recorded music market grew
3% year on year, while the Benelux countries also
generated revenue gains,

Japan

Japan had a very strong year, increasing sales by over
5% in large part because of the strong performance
of Utada Hikaru's third album Deep River, which sold
over 4m copies in Japan alone.



Music Publishing Tumover
(£m)

416.4
390.7 401.2°

2000 2001

2003 at constant currency £416.6m

New Developments

Shortly after the end of the financial year, in April 2003,
EMI acquired a further 30% of the Jobete catalogue
from Berry Gordy for IS$109.3m, bringing EM’s total
share in Jobete to 80%. This gives EMI greater control
over its superb array of Motown songs, together with
the financial benefit of being able to consolidate it for
tax purposes.

Successful writers contributing to this year included
Norah Jones, Pink, Enrique Iglesias, Pharrell Williams,
and White Stripes, and new signings included Dirty
Vegas, Busted, Ms Dynamite and Sean Paul, to name
afew,

New uses of Publishing’s music contributed additional
revenue streams to income this year including ring
tones and video games, as mentioned above. The
ring tone market has developed as cellutar penetration
has continued to grow and users look for ways to
personalise their phones.

105.0 104,5°
l | l
20038 2000 2001 2002 2003

Music Publishing Operating Profit
(Erm)

107.8

“2003 at constart currengy £107.3m

QOutlook

Forthe current financial year, we expect to see further
pressure on mechanical royalties in the face of a
continued expected decline in the giobal recorded
music market. Nevertheless, we expect to continue to
exploit aggressively ourimpressive catalogue of songs,
both current and classic, in the synchronisation market
and develop new income streams, such as ring tones,
video games, and on-line uses.

21



®  ‘EMIMusic Publishing’s

resilient performance
reflects the strength
of its ability to develop
new revenue sources
and additional uses

of music.’



Robbie Williams
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Strength Across Genres
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Financial Review

Roger Faxon
Chief Financial Officer
EMI Group

The year ended 31 March 2003 was one of substantial
challenge for EMI as its primary market tefl for the thirg
yearin arow. However, it was also a year of
unprecedented accomplishment.

The group implemented a comprehensive
reorganisation of its Recorded Music division, reducing
headcount by 1,900 and the ongoing fixed cost base
by nearly £100m. Against a backdrop of lower sales,
Recorded Music substantially improved its operating
margins driving its underlying profits up 81% and, for
the firsttime in five years, the US Recorded Music
business generated a profit. Music Publishing yet again
demonstrated its resilience in the face of exceedingly
difficuit market conditions. By continuing to diversify

its income, it was able to hold firm its profits and margins.

The group also completed a sweeping balance sheet
restructuring, more than doubling average debt maturity
tofive years, and converted passive interests in HMV,
Viva Media and other assets into active investment in
the core business. Joined with the improved operating
performance and carefui cash management, the sale

of these assets resulted in a reduction in net debt of
aver £198m, reducing EMI's leverage to below three
times EBITDA, down from 4.4 times just ayear ago.

Group turnover fell by £270.4m (11.1%), including
adecrease of £64,0m from exchange ontranslation.
All regions had lower turnover in the year. After excluding
currency effects, the decrease was entirely in EMI
Recorded Music, reflacting both the global downturn in
the recorded music market and EMI’s facus on ensuring
that sales are delivered profitably. At constant currency,
EMI Music Publishing sales remained flat.

Group operating profit (EBITA) increased 33.1%,
from £190.9m in 2002 to £254.0m in 2003, resulting
from theimpact of the cost savings implemented in
EMI Recorded Music over the financial year, together
with additional margin improvements in that business
and acontinued solid performance from EMI

Music Pubtishing.

An explanation of trading performance is given in the
Operating Reviews on pages 910 22.

Group turnover for the second half fell by £164.9m
(12.0%) to £1,213,9m, of which decrease £36.1m

was atributable to exchange on transtation. Excluding
the effects of currency, Recorded Music sales were
down by £120.7m or 10.4%. On a similar basis Music
Publishing turnover decreased by £8.1m, largely

as the result of timing differences.
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Trading and Adjusted Profit Before Tax

Turnover Operating profit™
2003 2002 Change 2003 2002 Change
£m £m % £m £m %
Recorded Music 1,774.2 2,029.4 (12.6) 150.5 83.1 81.1
Music Publishing 401.2 4164 (3.7) 103.5 107.8 4.0)
Group Total 2,175.4 2,445.8 (11.1) 254.0 190.9 33.1
Return on sales 11.7% 7.8%

* Before operating exceptional fems and amor tisation of goodwill and music copyrights

Graup operating profit for the second half was £27.2m
higher than last year, at £175.0m. This included aloss

of £1.8m from exchange on translation. Second-halt
Recorded Music profits were up 33.7% to £121.9m

at constant exchange rates, reflecting the substantial
turnaround in its North American business and continued
strong results inthe UK, partially offset by decreasesin
other regions, particularly Continental Europe. Timing
differences resulted in Music Publishing operating profit
falling 3.0% at constant exchange rates to £54.9m.

Following the exit in the previous year from loss-making
Recorded Music satellite operations, operating profit

in associates moved from aloss of £1.1m last year to

a profit of £0.2m this year.

In May 2002, HMV Group plc listed on the London Stock
Exchange, and EMI simultaneously reduced its stake

10 14.5%. In November 2002, EMI sold this remaining
stake. Therefore, the group no longer consolidates
HMV’s operating profit and interest charges, which

last year were £44.6m and £20.7m, respectively. Forthe
period up to flotation, EMI's share of HMV's operating
profit was £0.4m, and of its finance charges, £1.2m.

Group finance charges of £76.1m were £15.7m higher
than last year as the result of higher interest rates
following the restructuring of debt into longer-term
instruments, which more than offset the impact from the
substantial reduction in overall debt levels. In February
2003, EMI crystallised a reduction in the long-term cost
of its US bond by unwinding certain derivative positions.
The interest charge on these bonds will in the future

be offset by a proportion of the gain resulting from

this action.

Adjusted profit before tax, amortisation and exceptional
items (adjusted PBT) grew 15.7%, from £153.3m in 2002
to£177.3min 2003,

Other ltems Affecting Earnings

The group tax rate, before amortisation and exceptional
items, fell to 25% from 30% last year. A major
contributor to the reduction in the tax rate is the return
to profitability of our US business, which has brought
forward tax losses available for offset, and somewhat
lower profits in Japan, the group’s highast tax-paying
territory.

Amortisation of copyrights acquired and goodwill on
acquisition felt to £42.8m from £51.3m in the previous
year, reflecting the write-down of investments in the year
ended 31 March 2002 in connection with the Recorded
Music restructuring, and exchange.

During the period, the group incurred a non-cash charge
of £24.9m arising from the write-down of certain
investments and other assets, including EMI Group
shares held in the Employee Benefit Trust. This is
reported as an operating exceptional cost,

Thigis in contrast to the year ended 31 March 2002,
in which the group incurred an exceptional operating
charge of £242.4m relating to restructuring and
reorganisation costs, mainly within EMI Recorded
Music. In that same period, HMV Group also incurred
exceptional costs, of which EMI's share was £12.4m.

The group benefited from a non-operating exceptianal
profit of £209,7m, fargely arising from the disposal of its
stakes in HMV and Viva Media AG, offset by a modest
loss redating to certain other disposals.

The minority interest charge has faflen from £8.5m to
£6.4m, as a result of the decrease in profitability of our
Japanese Recorded Music business in the year,

The overall group result was a profit of £229.7m,
compared with aloss of £199.5m in the previous year,
animprovernent of £429.2m.

Adjusted diluted earnings per share were 15.6p,
compared with 11.8p, The Board is recommending
afinal dividend of 6.0p per share to resultin a total
dividend of 8.0p per share, unchanged from last year.
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‘The year ended 31 March 2003 was one of
substantial challenge but also unprecedented

accomplishment for EMLI.’

Cash Flow and Net Borrowings

The net cash inflow from operating activities was
£117.2m. After net proceeds from acquisitions,
disposals and financial investments of £204.5m, capital
expenditure of £59.2m, tax paid of £38.7m, net interest
costs of £4.6m (including the gain on the swap unwind
discussed above), dividends paid of £35.9m, (including
those to minorities) and currency transtation gains and
other movements of £14.8m, net debt decreased by
£198.1mto £859.8m.

Pensions

The group continues to account under SSAP 24, but its
disclosures also include those required by FRS 17. EMI
maintains a number of defined benefit plans around the
world the largest of which is the UK pension plan. As at
31 March 2002, that plan was in surplus by £68m, as
calculated pursuant to FRS 17. With the decline in share
prices to 31 March 2003, the asset value of the fund has
fallen. Therefore, as calculated pursuant to the FRS 17
accounting standard, the fund would show a deficit as
at 31 March 2003 of £116m, or £81.2m net of deferred
tax. Under FRS 17, the calculation of the net position of
the fund is highly sensitive to several factors. For
example, had the calculation been performed as of 15
May 2003 as opposed to 31 March 2003, the asset value
of the furid would have been higher by almast £40m
given the rise in share values in the intervening period.

The group is scheduled to receive the triennial actuarial
valuation of the UK fund as at 31 March 2003 in the
coming months. Based upon the outcomne of that
valuation, the group will review its funding policies with
respect to the fund,

Treasury Policy

Treasury activities are carried out within a framework
of policies and guidelines approved by the Board,

with control and monitoring delegated to the Treasury
Management Committee, chaired by the Chief Financial
Officer. These policies aim to ensure that adequate,
cost-effective funding is available to the group at all
times, and that exposure to financial risks is minimised.
The existing Treasury policies were reviewed by the
Board in April 2002 and have remained substantially
unchanged throughout the financial year.

Financial instruments held by the group comprise
derivatives, borrowings, cash and liquid resources and
other financial assets and liabilities. Their purpose is

to raise finance for the group’s operations. Treasury
policies prohibit their use for speculative purposes.

28

Funding

During the year, EMI restructured its debt into medium-
andiong-term facilities. The six-year sterfing bond
issued in May was increased in June to £325m, and
inAugust a further US$180m was raised from a private
placement of debt with maturities of between seven

and 10 years. Together with net proceeds from the HMV
disposal of £209.5m and £35.6m from the sale of fixed
asset investments, these funds were used to repay and
cancel part of the £1.3bn revolving credit facility finalised
in April 2002,

The group borrows in various currencies at fixed

and floating rates, and uses swaps, caps and collars

to manage interest rate exposure. Unless otherwise
approved by the Board, Treasury policy is to keep
between 25% and 75% of borrowings at fixed or
capped rates. As aresult of the reduction in borrowings
during the year, and as approved by the Board, at the
year end virtually all borrowings were fixed or capped.
Financial instruments held at 31 March 2003 to manage
interest rate risk are disclosed in Note 19{viii) on page 79.

Foreign Currency Risk

The group faces currency exposure from exchange rate
fluctuation against sterling. Balance sheet exposures
are hedged to the extent that overseas liabilities,
including borrowings, provide a natural hedge. Group
policy is not to undertake additional balance sheet
hedging measures, nor to hedge profit and loss account
translation exposure. Transaction exposures are
hedged, where there are material items that have a

high probability of occurring, with the use of forward
exchange rate contracts, Forward rate contracts held at
31 March 2003 are disclosed in Note 19{vii) on page 79.
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Social Responsibility

At EMI we believe that sound values are key to business
success. Our Standards of Business Conduct policy,
aimed principally at our employees, sets out the basic
values by which we manage our business.

This year we have developed a public statement

that integrates our policies in a number of key areas

of corporate social responsibility (CSR): workplace,
community, environment, human rights, product values
and supplier management. The CSR policy was adopted
by the Board in April 2003, and will be published this
summer in our Social Responsibility Report for 2003.

We believe that this is a good step forward in terms

of the increased levels of transparency that many of

our stakeholders - artists, employees, shareholders,
custorners, suppliers, governments and society at large
~are asking for. We are also continuing to expand the
scope of our reporting to cover a wider range of CSR
areas in our policy and this year our reporting of
employment issues includes diversity.

We are pleased that we continue to be included in
anumber of CSR indices, such as FTSE4Good and
the Dow Jones Sustainability Group Index, and have
retained our high sector ranking in Business in the
Environment’s 2002 'Index of Corporate Environmental
Engagement’,

‘We have developed a public
statement that integrates
our policies in a number
of key areas of corporate
social responsibility:
workplace,community,
environment,human rights,
product values and supplier
management.’

During the year we engaged with a number of investors
and investment research organisations about our CSR
practices, and were accepted as members ofthe
Corporate Responsibility Group, an afliance of feading
UK companies dedicated to driving forward corporate
social responsibility. Within our sector, we continue to
play an active role in the Media Sector CSR Forum as

it works to identify key social responsibility issues for
the sector and establish best practice.

Employment

The integrated CSR policy includes the key points of
our employment policy framework - equal opportunity,
health and safety, open communication and fair reward.
Responsibility for the management of employment
matters continues to rest with each business operation
within that framework.

We are committed to equal opportunity for all employees
regardless of gender, ethnic or national origin, religion,
disability, age, marital status or sexual orientation.

We have begun to measure workforce diversity, inthe
UK and North America. In these regions, wormen made
up 48% of all staff and 32% of management, and

ethnic minorities made Up 15% of all staff and 6%

of management. A very small percentage of our staff
(less than 1%) in these regions are disabled.
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As part of our commitment to training and development,
the Recorded Music division will be following up its
recently launched performance management initiative
with development programmes to encourage learning
and development of core management skills, This
complements programmes already in place at a local
levetin a number of our operating companies.

In employee heaith and safety, we have built on last
year's reporting of UK performance and gathered
statistics for most of our worldwide locations. These
now cover all our manufacturing plants, distribution
centres and recording studios as well as approximately
70% of our office locations. We had 55 reportable
injuries/ilinesses (8 per 1,000 employees), based on UK
standards, and an average of 4.1 days’ absence through
illness per employee. We incurred no health and safety
anforcement notices or convictions in any country in
which we operate,

We have worked during the year to improve internal
communications ~through a new worldwide, fortnightly
electronic newsletter, and by revamping our global
intranet to provide a more useful, accessible and
practical tool.

Community

We aim to make a positive contribution to the
communities in which we operate, andtobe a
responsible neighbour. Globally, the main causes we
suppaort are youth and education, arts and cutture,
and health and welfare, and our businesses determine
their community investment priorities locally within
that framework.

a2

5.8 374
2002 2003

At a corporate level, EMI continues to fund the
administration costs of the Music Sound Foundation
(MSF), enabling it to devote all of its resources to its
funding activities,

MSF continues to do wonderful work in the area

of children’s music education and has now made
cumulative donations exceeding £1.6m to schools,
students and teachers throughout Britain.

MSF’s main activity remains the sponsorship of
secondary schools that aspire to become performing
arts colleges, and it is now the largest single sponsor

of these arts colleges in the UK, To date 22 schools have
successfully achieved arts college status with the help
of MSF; bringing enhanced music, drama and dance
education to over 20,000 students.

Rising costs mean that the demand for assistance from
young people needing to improve the quality of their
chosen musical instrument continues to grow. MSF
has helped hundreds of individual students upgrade
theirinstruments and, through its bursary scherme,

has enabled dozens more to further their studies

at music colleges.

EMI's worldwide charitable and sponsorship donations
in the year totalled £1.5m. In the UK, the scale of EMI's
overall activity qualifies it for the PerCent Club lego,

the community investment benchmarking scheme run
by Business in the Community. The logo is assigned

to companies that invest more than 1% of their pre-tax
profits in the community, through a combination of cash,
time and gifts in kind.
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Individual operating companies provide supportto
community and charitable activities in the form of one-
off and longer-term cash donations, by provision of
materials and facilities and by contributing employee
time. Some examples follow:

1995

2000

In South Africa, EMI now supports Cotlands, a charity
that provides care for abused, abandoned or terminally

il children with the objective of creating self-sufficiency
for children and families living with HIV and Aids. In the
run up to World Aids Day, EM) arranged for local pop
group 101 to meet the Cotlands children, and made a
generous donation to the charity. EMI staff will now forge
closer links by providing commercial input and linking
with other EMI-signed artists who want to get involved.

Inthe US, EMI's Capitol Records continued its long-
standing support of the California Institute of Arts
(CalArts) by providing studio time at Capitol Tower for

a selected number of students (usually 10 groups a year)
torecord and mixa CD, and then manufacturing copies
for distribution to the music press, college radio stations,
educational conferences and other audiences. Some
500 young musicians, composers and graphic
designers from CalArts have had their best work
documented and distributed as a result of this annual
project, and there isnow a fong list of talented CalArts
graduates who have gone on to successful careers

in music, working with artists including Macy Gray,

The Wallflowers and Smashing Pumpkins.

The UK’s BRIT School (British Record Industry Trust)
for Performing Arts and Technology is the only school

in Britain dedicated to education and vocational training
for the performing arts, media, art and design, and the
technologies that make performance possible. It was

99,5

2002 2003

established in 1992 with initial funding from the UK
music industry. EMI Recorded Music in the UK offers
very practical help in addition toits continuing financial
support of the school: each year staff from EMI make

a presentation to one of the BRIT School student groups
and set a project for the students to undertake —
generally these relate to developing business and
marketing plans for a hypothetical band.

Environment

A highlight of the year in our environmental management
prograrmme was the introduction of renewable energy
to more of our premises. In the UK, we have now moved
to 100% renewables for electricity supply throughout
our operations, and the manufacturing and distribution
facility at Liden in the Netherands also switched to
renewables this year. CD manufacturing is energy
intensive compared to the rest of our operations, and
this should, therefore, produce a significant reduction

in our worldwide carbon dioxide (CO») emissions and

a consequent reduction in our global warming impact.
Our COz emissions this year dropped by 7.9% in
absolute terms, although with the 119% fallin revenue
they rose by 3.6% when related to turnover.

We have been tracking our solvent use since 1995, and
have made steady progress in its reduction through both
process changes and the use of replacement solutions.
Solvents are volatile organic compounds; as such,

they can both pollute the factory environment and,

in quantity, contribute to photo-chemical smog.
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This year, our plant in Uden discovered a calculation
error in prior years that had led to under-reporting, This
has now been corrected, and it accounts for almost all
of the increase in reported solvent consumption this year
(14.7% in absolute terms and 29.1% per unit produced).

Our target is to resume our reduction in solvent use from
this new base.

We generate very small amounts of hazardous waste
which we continue to try to minimise, This year showed
adrop of a further 11% per unit produced. InCD
production, our levels of non-hazardous polycarbonate
scrap rose by 1.6% per unit produced. The increase is
almost wholly the result of the closure in 2002 of our UK
plant, which had a very low scrap rate. Most individual
plants achieved reductions.

Our US manufacturing facility in Jacksonwille, llinois,
has successfully compileted its first-round audit

for certification to the 1ISO 14001 environmental
managerment system and is on track for complete
certification by the end of June 2003.

With this in place, 93% of our CD output will come

from certified plants (up from 60% in the year ended
31 March 2003).
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‘The manufacturing and
distribution facility at Uden
in the Netherlands also
switched to renewable
energy this year.’

We continued our participation in ‘Digital Europe’,
apan-European study on the environmental and social
effects of e-business supported by the European
Commission and managed by the UK’s Forum for the
Future, Our environmental case study, carried out by
German research partner the Wuppertal Institute,

was the first attempt to quantify the impact of a shift
from the traditional business model of manufacturing
and distributing a physical CD to using direct digital
distribution of the music. The initial findings are
interesting, and show that, with so many variables
involved (eg the time to download a music file),
cansurmer behaviour will play alarge part in realising
the potential environmental benefits of digital
distribution. If a consumer downloads and plays music
digitally (but does not burn a hard copy onto a blank CD)
then, in the best case, less than half the resources are
used compared to traditional physical production.

if CDs are burned at home, this saving could be reduced,
reversed or, in some cases, enhanced, depending on
how efficiently the CD-Rs are used for music storage.

Wefeel this has been a year of good progress in terms
of EMI’s contribution to society, and we will be buifding
on this in future.
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Board of Directors

Executive Directors

Eric Nicoli (52)
Chairman

Eric Nicoli was appointed to the Board in 1993 as a
Non-executive Director, becoming executive Chairman
in July 1999. Until 30 April 1999, he was Group Chief
Executive of United Biscuits (Holdings) plc (UB), which
he joined from Rowntree Mackintosh in 1980. He was
appointed to the UB Board in 1989 as Chief Executive,
European Operations and became Chief Executive

of UBin 1991.

Mr Nicoli is non-executive Chairman of HMV Group plc
and The Tussauds Group L.td, Chairman of The PerCent
Club and The EMI Group Archive Trust, a Deputy
Chairman of Business in the Community and a Director
of Caldicott Trust Ltd, Charity Projects and Comic
Relief Ltd,

Alain Levy (56)
Chairman and Chief Executive Officer
EMI Recorded Music

Alain Levy joined EM! and was appointed to the Board
on 15 October 2001.

Mr Levy joined CBS International (now Sony Music) in
1972 and, after 12 years, moved to PolyGram, where he
became President and CEQ in 1991. In both companies
he held various posts involving manufacturing, logistics,
marketing and management. Mr Levy reamained with
PolyGram until it was sold to Seagram in 1998.

Mr Levyis a Director of David Linley & Co. Ltd and
lichester Investments Ltd. He also sits on the advisory
board of Schroders Ventures in the US and on the
European advisory board of Wharton Business School,

Martin Bandier (61)
Chairman and Chief Executive Officer
EMI Music Publishing

Martin Bandier was appointed to the Board in April 1998,
He joined EMI Music Publishing as its Vice Chairman in
1989 upon the acquisition of SBK Entertainment Worid
Inc. (SBK), in which he was a founding partner, He was
appointed CEQ of EMI Music Publishing in 1991
becoming, in addition, Chairman in 1998,

Mr Bandier entered the music publishing business in
1975 as afounding partner of the Entertainment Music
Company and the Entertainment Television Company
and, together with his partners, created SBK in 1986,

Mr Bandier is a Director of the National Music
Publishers’ Association, the BMI Foundation, the
Songwriters’ Hall of Fame, the Rock and Roll Hall of
Fame and the Syracuse University Board of Trustees.
He is also a member of the Friars Foundation and the
National Academy of Recording Arts and Sciences.

Roger Faxon (54)
Chief Financial Officer (CFO)

Roger Faxon was appointed CFO and joined the EM|
Board on 5 February 2002, He joined EMIin 1994,
initially as Senior Vice President, Business Development
& Strategy, EMI Music and, from April 1999, as Executive
Vice President and Chief Financial Officer, EMI Music
Publishing.

Priorto 1994, Mr Faxon held finance, operations and
general managemaent positions. These posts included
five years with Sotheby's, latterly as Managing Director,
Sotheby’s Europe and, previously, Chief Operating
Officer, Sotheby’s North and South America. This
followed 10 years in the mation picture industry with
LUCASFILM Ltd, The Mount Company and, finally,
Columbia Pictures Entertainment. Earier, Mr Faxon
spent six years on the staff of the US Congress.
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Non-executive Directors

Sir Dominic Cadbury (63)
Deputy Chairman and Senior independent
Non-executive Director

Sir Dominic joined the Board in 1998, becoming Deputy
Chairman and Senior Independent Non-executive
Director in July 1999. He is Chairman of the
Remuneration and Nomination Committees,

Sir Dominic retired as Chairman of Cadbury Schweppes
plc on 12 May 2000 after seven years in that post, having
joined the company in 1964 after graduation from
Stanford University. He joined the Board of Cadbury
Schweppes in 1974 as Managing Director of its Foods
Division and subsequently held a number of Board
positions.

Sir Dominic is Chairman of The Economist Group and
The Wellcome Trust. He is also a Director of the Teaching
Awards Trust, Transense Technologies plc, Misys pic
and The Thirty Club of London Ltd, and was installed

as Chancellor of Birmingham University on

3 December 2002.

Dr Harald Einsmann (69)

Harald Einsmann joined the Board in 1992, He retired

as Executive Vice President and a member of Procter &
Gamble's Main Board and Executive Committee in 1999.

Dr Einsmann is a Director of Tesco plc, British American
Tobacceo plc and European Mediaxchange Ltd. Heiis
also a member of the Board of Stora-Enso OY of Finland
and he is the Executive Chairman of Findus A.B. of
Sweden; both companies are members of the Swedish
Wallenberg Group.
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Peter Georgescu (64)
Peter Georgescu joined the Board on 1 September
2002.

Mr Georgescu is Chairman Emeritus of Young &
Rubicam Inc., a network of commercial communications
companies, having served as the company’s Chairman
and CEO from 1994 until January 2000. His career spans
38 years, with top management experience both inthe
US and Europe, MrGeorgescu emigrated to the US
from Romantia in 1954. He was educated at Exeter
Academy, received his BA with cum laude honours

from Princeton and has an MBA from the Stanford
Business School.

Mr Georgescu is a Director of Levi Strauss & Co.,
international Flavors & Fragrances Inc. and Toys “R” Us,
Inc, He is also Vice Chairman of the Directors of New
York Presbyterian Hospital, serves on the Board

of Directors of the New York Philharmonic and
WNET/Channel 13, and is a member of the Council

on Foreign Relations.

David Londoner (66)
David Londorier joined the Board on 13 May 2003.

MrLondoner is the General Partner of The North River
Company, L.P, afamily investment partnership. He has
beeninthe securities business his entire professional
life and spent most of his career at Schroder & Co. inc.,
joining a predecessor firm, Wertheim & Co., in 1972
and leaving when it was sold in 2000.

Mr Londoner is a director of Meredith Corp. and the
New York Futures Exchange. He is also a Trustee of the
American Museum of the Moving Image.

Kathleen O'Donovan (46)
Kathleen O’Donovan joined the Board in 1997 and has
chaired the Audit Committee since 1999,

Ms O'Donovan was, until December 2002, Finance
Director of Invensys pic, the global engineering services
company formed by the combination of BTR and Siebe
in 1999,

Sheis also a member of the Court of the Bank of
England, and a Director of Prudential plc and Great
Portland Estates PLC.



Board Committees

Audit Committee
Chaired by Kathleen O’Donovan

Membership: All Non-executive
Directors

The Chief Financial Officer, the
Vice President, Internal Audit, and
rapresentatives of the Company’s
external auditor attend meetings
by invitation.

Remuneration Committee
Chaired by the Deputy Chairman

Membership: All Non-executive
Directors

The Chairman and the Group's
Human Resources Director normally
attend meetings by invitation.

Nomination Committee
Chaired by the Deputy Chairman

Membership: All Non-executive
Directors and the Chairman

Executive Commiittee
Chaired by the Chairman

Membership: All Executive Directors

Senior Company executives attend.

Finance Committee
Usually chaired by the Chairman

Membership: The Chairman and the
Chief Financial Officer

The Senior Vice President, Tax and
Treasury, may be invited to attend
meetings.

Capex Committee
Chaired by the senior Director
present

Membership: The Chairman and the
Chief Financial Officer

Other Directors, senior Company
executives and external advisers
may be invited to attend mesetings.
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Directors’ Report

for the year ended 31 March 2003

The Chairman’s Staterment, the Qperating Reviews and
the Financial Review in this Annual Report together
contain details of the principal operations of the Group
and their results during the year as well as likely future
developments.

Dividends

Aninterim dividend of 2.0p per Ordinary Share was
paid on 4 Aprit 2003. The Board is recommending

a final dividend of 6.0p per Ordinary Share, making a
total of 8.0p (2002: 8.0p). The final dividend will be paid
on Friday, 3 October 2003 to Ordinary Sharehoiders
on the register as at the close of business on Friday,

5 September 2003, with the shares going ex-dividend
on Wednesday, 3 September 2003.

Substantial shareholders
Ag at 15 May 2003 the Company had been notified of the
following interests of 3% or more in its Orclinary Shares:

No. of Y% of
shares __capitalbeld
Insight irvestment Management Ltd/HBOS plc 46,029,466 583
Tha Capital Group Companies, Inc. 43,297,160 5,49
Schroder Investment Management Ltd 39,868,983 5.06
Aviva plcMaorey Fund Management Lid 36,849,034 4.67
Marrilt Lynch & Co, Ing. including
Meili Lynch Investment Managers Lid 32,170,777 4.08
AXA S A and its subsidiaries 30,937,991 3.92
Lagal & General Investrent Managerment Ltd 28,464,577 3.61
Prudential pic group of companies 26,393.211 335

Share capital
Changes in the Company's share capital during the year
are set out in Note 25 on pages 82 and 83.

Employment policies
Information on the Group's empioyment policies is given
onpages 31 and 32.

Supplier payment policy

The Company negotiates payment terms with its
suppliers on an individual basis, with the normal spread
being payment at the end of the month following delivery
plus 30 or 60 days. It is the Company's policy to settle
the terms of payment when agreeing the terms of each
transaction, to ensure that the suppliers are made aware
of the terms, and to abide by them. The number of days’
purchases outstanding at 31 March 2003 is calculated
at 53 days (2002: 25 days).

Charitable and political contributions

Charitable, sponsorship and fundraising activities
carried out during the year within the Group contributed
£1.5m (2002: £1.7m) to charitable organisations and
communities around the world. These inciuded UK
charitable donations amounting to £0.4m (2002: £0.1m).
No UK political contributions were made (2002: £nil).

Research and development ((R&D’)

During the year, Group expenditure on R&D totalled
£0.1m (2002: £0.2m).
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Directors

The present Directors of the Company are named on
pages 37 and 38. All served as Directors throughout the
year, other than Mr P A Georgescu and Mr D J Londoner,
who were appointed on 1 September 2002 and 13 May
2003, respectively.

Mr M Jackson resigned as a Director on 7 May 2002,
following the completion of the acquisition of USA
Networks' US entertainment division by Vivendi
Universal, and Mr H R Jenkins retired as a Director
on 19 July 2002 at the conclusion of the 2002 Annual
General Meeting.

Mr E L Nicoli retires by rotation at the Annual General
Meeting (AGM’) pursuant to Article 112(A) and, being
eligible, offers himself for re-election.

Mr Georgescu and Mr Londoner retire at the AGM
pursuant to Article 112(B) and, being eligible, offer
themselves for election.

No Director had a material interest in any contract of
significance subsisting at the end of or during the year
involving any Group company, other than by virtue of
having a service contract, and as set out in Note 32(ii) on
page 88. in July 2002, Mr K M Berry, a former Director,
exercised his option to purchase, at fair market value,
the house in Los Angeles that was provided to him rent-
free by the Group.

Details of Directors’ interests in the shares of the
Company are set out in the Remuneration Report
on pages 51to 53,

Auditor

Resolutions to reappoint Ernst & Young LLP asthe
Company's auditor and authorising the Directors
to determine its remuneration will be puttothe
forthcoming AGM.

Annual General Meeting

The 2003 AGM of the Company will be held at 2.30pm
on Wednesday, 9 July 2003 at the Sainsbury Wing of the
National Gallery, Trafalgar Square, London WC2N SDN,
The Notice of the AGM accompanies this Annual
Report. In addition to the ordinary business of the
meeting, resoiutions will be put to shareholders to give
authority to the Directors to allot shares, to disapply
pre-emption rights, to purchase the Company's own
shares and to approve the new Executive Share
Incentive Plan, Further explanations of these matters
are provided in the letter to shareholders that
accompanies the Notice.

Electronic Proxy Appointment (‘EPA’)

EPA is being made available again at this year's AGM.
CREST members may also use the CREST electronic
proxy appointment service. Further information
regarding EPA is set out in the notes in the Notice

of AGM and on the Proxy Form.

By Order of the Board
C P Ashcroft
Secretary

19 May 2003



Corporate Governance

EMI is committed to high standards of corporate governance.
The Board considers that the Company has complied
throughout the year with the Code Provisions set out in
Section 1 of the Combined Code issued by the Committee on
Corporate Governance, apart from those relating to the length
of Directors’ service contracts, which are discussed in the
Remuneration Repart on pages 47 and 48.

Ernst & Young LLP has reviewed the Company’s statement
as to its compliance with the Combined Code, inso faras it
relates to those parts of the Combined Code which the UK
Listing Authority specifies for its review, and its report is set
out on page 57.

The remainder of this section provides an explanation of how
EMI applies the principles of good governance that are set out
in the Combined Code.

The Board

The Board of EMI currently comprises four Executive Directors
and five Non-executive Directors. All of the Non-executive
Directors are considered to be independent of management
and free from any business or other relationship that could
matenally interfere with the exercise of their independent
judgement. The Board considers that this includes Dr Harald
Einsmann who has been a Non-executive Director since 1992.
As reflected in their biographies, which appear on pages

37 and 38, the Directors have a wide and balanced range

of experience in multinational and consumer-orientated
businesses.

Eric Nicoli is executive Chairman of the Company, which
incorporates the role of chief executive officer. Day-to-day
executive responsibility for the running of the Company's two
main businesses lies with Alain Levy, as Chairman and Chief
Executive Officer, EMI Recorded Music, and Martin Bandier,
as Chairman and Chief Executive Officer, EMI Music
Publishing, who each report to Eric Nicoli.

Inrecent years, and as explained in previous Annual Reports,
the Board has concluded that EMI has been best served by
the CEOs of the Recorded Music and Music Publishing
businesses reporting 1o an executive chairman who
complerments their music industry skills. The Board has further
concluded that the interposition of another senior executive
over the business CEOs would lead to unnecessary
duplication and diffusion of responsibility.

The Board considers that, for the present, the structure
outlined above is the most effective for EMi and is in the best
interests of both the Company and its shareholders.
Furthermore, the Board considers that the nature and level of
matters reserved for decision, either to the Board as a whole
or to standing committees of the Board, appropriately limit the
authority of the Chairman and reflect the combination of the
posts of chairman and chief executive officer in one person.

It is the Board's policy that, so long as the Chairman is also

the chief executive officer of the Company, the independent
Non-executive Directors should comprise a numerical majority
of the Board and that the senior independent Non-executive
Director should also be either sole or joint Deputy Chairman,
Between 7 May and 19 July 2002 and from 1 September 2002
to 13 May 2003, there have been four Non-executive Directars;
for the short period from 19 July to 1 September 2002, there
were three such Directors. The number of Non-executive
Directors increased to five on 13 May 2003. Sir Dominic
Cadbury is the senior independant Non-executive Director.

The Board as a whole considers the appointment of Directors
and executive appointments within the Board, based on
recommendations from the Nomination Committee. The
Articles of Association include a requirement that all Directors
should submit themselves for re-election by the shareholders
at least once every three years.

The Board meets at least seven times each year, with
additional meetings or contact between meetings as
necessary. The programme for each year is approved by the
Board. Cumently, the programme includes reviews of strategy
together with the operations and results of the two main
business units, as well as the approval of annual budgets.
Actual results for the Group and individual business units are
reported to all Directors each month. At least once each year
the Board meets at the premises of one of the Group’s
business operations, to allow for presentations by, and more
detailed discussions with, local management,

These procedures, together with other reguiar and ad hoc
reports, are intended to ensure that the Board is supplied in
atimely manner with information that is appropriate to the
discharge of its duties.

The Board has delegated certain matters to standing
cormmittees, details of which are set out below. However, 1o
ensure its overall control of the Company's affairs, the Board
has reserved certain matters to itself for decision. These
include the Group’s strategic plans and annual operating
budgets, significant acquisitions or disposals of companies,
businesses or assets, and significant contractual
commitments or items of expenditure, together with policies
relating to the Group's treasury function, pensions, major
litigation, employee share schemes, and environmental

and ethical issues.

All Diractors have access to the services and advice of the
Company Secretary. There are also procedures for Directors,
in appropriate circumstances, to obtain independent
professional advice at the cost of the Company.

The Executive Directors are permitted to take external
appointments as non-executive directors but, usually only
one such appointment may be of another publicly quoted
company. They may retain the remuneration from such
appointments. All appointments must be approved by
the Board to ensure that they do not give rise to conflicts
of interest.

Board committees

The principal committess of the Board are the Audit,
Remuneration, Nomination and Executive Committees.
Reflecting the important role played by the independent Non-
executive Directors in ensuring high standards of corporate
governance, the Audit and Remuneration Committees
comprise all the Non-executive Directors, Each committee
has written termns of reference and levels of authority and,
axcept in the case of the Remuneration Committee, minutes
of meetings are circulated to all Directors,
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Corporate Governance

continued

The role of the Remuneration Cormmittee, which is chaired
by Sir Dominic Cadbury. is described on page 44, It meets
at least three times each year. The main responsibilities and
procedures of the other three principal Committees are as
follows:

Audit Cornmittee — chaired by Kathleen O"Donovan

and comprising all the Non-executive Directors - makes
recommendations to the Board regarding the appointment

of the external auditor. Each year the Audit Committee reviews
the independence and objectivity of the external auditor with
aview to confirming that, in its opinion, the maintenance of
objectivity on the one hand and value for money on the other
have been kept appropriately in balance. In this context, the
Committee currently considers that it is appropriate for the
external auditor to provide to the Group tax compliance and
other accounting services, including those in connection with
supporting and reporting on financial representations in public
documentation. The provision of these and other financial
services continues to be assessed by the Committee on a
case-by-case basis.

The Cormmittee reviews the half-year and annual financial
statements, with particular reference to accounting policies
and practices, and the scope and results of the audit, it also
reviews the Group’s system of internal control including the
risk assessment and audit plan of the Internal Audit
Department and other control procedures. The Committee
meets three times each year and its meetings are normally
attended by the Chief Financial Officer, the external auditor
and the Vice President, Internal Audit. At least once each
year the Committee meets with the external auditor without the
presence of Executive Directors or other management.

Nomination Committee - chaired by Sir Dominic Cadbury and
comprising all the Non-executive Directors and the Chairman —
makes recommendations to the Board on the appointment of
Directors and the reappointment of Non-executive Directors
on the expiry of their three-year term of appointment. The
Committee meets when required.

Executive Committee — chaired by the Chairman and
comprising the chief executive officers of the Company’s two
main businesses, together with the Chief Financial Officer —
responsible for the approval of acquisitions, divestments,
capital expenditure and contractual commitrnents below the
level that the Board has reserved to itself for decision, and for
certain operational, administrative and other routine matters.
The Committee also regularly reviews and reports to the Board
on the performance of the Group's businesses, The Commitiee
meets at least tan times each year and senior Group executives
regularly attend meetings.

Directors’ remuneration

The Remuneration Report on pages 44 to 54 gives information
about the Directors’ remuneration,
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Directors' responsibilities

UK company law requires the Directors to prepare financial
statements for each financial year, which give a true and fair
view of the state of affairs of the Company and Group as well
as the profit or loss of the Group for that period. In preparing
those financial statements, the Directors are required to:

* select suitable accounting policies and then apply them
consistently;

* make judgements and estimates that are reasonable and
prudent; and,

» state whether applicable accounting standards have been
followed, subject to any material departures disclosed and
explained in the financial statements.

The Directors confirm that they have complied with these
requiraments in preparing the financial staterments on pages
5810 89.

The Directors are responsible for keeping proper accounting
records which disclose, with reasonable accuracy at any time,
the financial position of the Group and enable them to ensure
that the financial staterments comply with the Companies Act
1985. They are also responsible for safeguarding the assets
of the Group and hence for taking reasonable steps for the
prevention and detection of fraud and other imegularities,

Going concern

The Directors believe, after making inquiries that they consider
1o be appropriate, that the Group has adequate resources to
continue in operational existence for the foreseeable future.
For this reason, they continue to adopt the going concern
basis in preparing the financial statements.

Internal control

The Board is responsible for the Group’s systems of internal
control and for reviewing their effectiveness. These can only
provide reasonable, and not absolute, assurance against
material misstatement or loss.

The full Board meets regularly throughout the year and the
matters specifically reserved for its approval ensure that the
Directors maintain control over significant strategic, financial
and compliance matters.

The Group has an established organisational structure with
clearly defined lines of responsibility and reporting. The Board
has devolved to executive management responsibility for
implementing and maintaining the Group's system of internal
control, Each business unit operates in accordance with
policies and proceduras applicable to all of the Group’s units.



The Group operates comprehensive annual planning,
financial reporting and forecasting processes. The Board
formaily approves strategic plans and annual budgets.

The Group’s performance is monitored against budget on
amonthly basis and all significant variances are investigated.
There are defined authorisation procedures in respect of
certain matters, including capital expenditure, investments,

the granting of guarantees and the use of financial instruments.

The Board also receives, twice yearly, a review of all material
Iitigation undertaken by or against the Group's companies
and considers the associated risks.

The strength of an internal control systern is dependent on the
quality and integrity of management and staff: those at senior
levels are informed about their responsibilities as to the
maintenance of sound systerns of intemnal control. Aroutine
Group-wide process, which requires key executives and
managers to certify their compliance with the Group's policies
and procedures, reinforces this integrity.

The internal audit function operates as one Group-wide
department which monitors and supports the intemal control
system and reports both to the Audit Commitiee and the
Group’s senior management. The responsibilities of the
internal audit function include recommending improvements
in the control environment and ensuring compliance with the
Group's procedures and policies. The Audit Committee
reviews the risk assessment and audit plan prepared by

the Internal Audit Department.

An ongoing process for identifying, evaluating and managing
the significant risks faced by the Group has been in place for
the year under review and up to the date of this Report. This
process is regularly reviewed by the Board and accords with
the requirements of internal Control: Guidance for Directors
on the Combined Code.

During the year to 31 March 2003, significant potential risks
tacing the Group have been assessed and gradedina
process involving line and functional management throughout
the Group and internal audit. The contrals in place to manage
or mitigate each risk were reviewed for adequacy, and the
processes to monitorand inform the Board about control
performance were confirmed, This assessment, which is
reviewed by the Audit Committee, is repeated annually.

The risk and control assessment is also shared with senior
managemerit throughout the Group. During the review of
controls, particular attention was paid to those in place to
manage or mitigate any potential risks associated with

rnajor artist investments,

The Board is aware of the disclosure guidelines on social
responsibility issued by the Association of British insurers and
has approved a social responsibility policy for the Group,
covering environmental, employment, community and human
rights issues as well as product vaiues and supplier
relationships. This provides an integrated top-level policy over
more detailed policies and codes covering the individual areas.

Existing risk assassment procedures cover social, ethical
and environmental issues. Additionally, the Group has begun
acomprehensive review of its risk management programme
that willinclude a review of the way in which it assesses and
monitors significant social, ethical and environmental issues.
A Social Responsibility Report (formeriy the Environment and
Community Report) is published annually,

The Audit Committee receives additional assurance on the
operation of internal control systems around the Group,
primarily from Internal Audit, which presents the conclusions
of its reviews twice a year. The external auditor also takes
internal financial control into consideration as part of its audit.
In addition, incidences of control failure and the intemal control
implications of significant business issues are recorded in
acentral register, from which a summary report is prepared
for the Audit Committee, Appropriate actions are taken to
rectify any control failures. Any significant new issues and
material changes to the risk environment are reported at each
Board meeting.

The processes by which the Board receives assurance on the
effectiveness of the control systems did not apply during the
yearto HMV Group pic, in which the Group ceased to have
aminarity investment on 22 Novernber 2002. Potential risks
to EMI were mitigated during that period through its
representation on the Board of HMV Group and rights under
shareholders’ agreements.

Investor relations

The Group is committed to regular and open dialogue with
investors. The Executive Directors hold discussions with
ingtitutional shareholders and analysts and, in addition, there
are general presentations after the announcement of the half-
year and annual resuits. individual shareholders have the
opportunity to question the Chairman and other Directors

at the AGM and can meet them informally after the AGM.
Results announcements and other press releases are made
available on the Group’s website as soon as possible after
their publication.
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Remuneration Report
for the year ended 31 March 2003

Remuneration Committee

The Board has delegated to the Remuneration Committee the
approval of the remuneration and employment terms of the
Executive Directors and certain other senior executives.

The Committee comprises the Non-executive Directors. all of
whaom are considered to be independent, and its membership
during the year was as follows:

Committee Chairman
Sir Dominic Cadbury - Non-executive Deputy Chairran
and Senior Independent Non-executive Director

Committee Members

Harald Einsmann - Non-executive Director

Peter Georgescu - Non-executive Director (since his
appointment on 1 September 2002)

Michael Jackson - Non-executive Director (until his
resignation on 7 May 2002)

Hugh Jenkins - Non-executive Director (until his
retirement on 19 July 2002)

Kathleen O’Donovan - Non-executive Director

In addition, David Londoner joined the Committee on 13 May
2003 following his appointrment as a Non-executive Director
on that day.

Terms of reference
The key terms of reference of the Committee are as follows:

* Toreview in detail and approve all aspects of the terms
and conditions of employment of each Executive Director
of the Group, together with their pension rights and the
amount and basis of any compensation payable,

* Toreview and approve the base salfaries of the most senior
direct-line reports to the Executive Directors, together with
their rernuneration packages, their pension rights and the
amount and basis of any compensation payable.

* Toapprove the operation of any share plans (whether
executive or all-employee) including the exercise, on behalf
of the Board, of any authority delegated to the Board under
the rules of those plans,

* Toreview periodically and supervise, on behalf of the
Board, compliance by the Group with the Combined Code
published by the Committee on Carporate Governance
(June 1998}, and any other applicable code of practice,
listing rule or other regulatory or best-practice requirement
relating to remuneration,

Attendance at meetings and aavisers

During the year, the Committee appointed New Bridge Street
Consultants to become its adviser, This firm has provided
material advice to the Committee to assist it in developing
and monitoring policies for remunerating senior employees
throughout the Group, as well as the new long-term incentive
plan for which shareholders' approval is being sought at the
2003 AGM. New Bridge Street Consultants has not, during
the year, provided any other services to the Group.

The Committee schedules three meetings during each year
but alse holds additional meetings as and when material issues
arise for discussion. During the last financial year, the
Committee met on six occasions.
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No non-Committee members are entitled to attend meetings
of the Committee as of right although the Executive Chairman
(the 'Chairman’), the Group Human Resources Director and
the Company Secretary and Group General Counsel (in his
capacity as Committee Secretary) are generally invited to
attend to assist and advise the Commitiee on matters under
consideration, Other executives may be invited to attend in
respect of specific issues where their guidance may be of
assistance to the Committee. In this regard, the Chaimman and
Chief Executive Officer of both EM! Recorded Music and EMI
Music Publishing (respectively the ‘CEO Recorded Music' and
the ‘CEO Music Publishing’) have attended meetings and have
provided material assistance and advice with respect to their
respective divisions, while the Chief Financial Officer (the
'‘CFO') has attended to assist with financial issues. None of
these attendees participates in any discussion relating to his
or her own rermuneration.

In monitoring the level and mix of remuneration packages,
the Cormmittee has access to a number of music and general
industry remuneration surveys, covering both local and
international data. The Committee takes into account factors
such as the nature, size, complexity and intemational profile
of the surveyed companies relative to EML; it also seeks such
spacific advice fromthe external consultants asit considers
appropriate,

Policy statement on Directors’ remuneration

Background

The Committee recognises that, as a major UK-listed
company, EMI should comply with the highest standards of
corporate governance and, wherever it is appropriate to do

s0 having regard to the wider interests of shareholders, UK
rermuneration best practices. Accordingly, the Cormmitiee
periodically reviews EMI's remuneration practices against
such standards and practices while recognising that the
achievernent of success in the highly competitive worldwide
music market depends critically upon EMI's ability to compete
for the management talent necessary to secure, develop and
premote recording artists, composers and songwriters. EMl's
remuneration policies, therefore, will continue to reflect the
need to attract, retain and motivate top-calibre international
management in the context of remuneration levels and
practices in the intemational music and entertainment industry,
many of which are set in the US, the indigenous repertoire

of which, in the year ended 31 March 2003, amounted to 48%
of worldwide record sales. In this regard, it should be noted that
only 11% of EMI's senior executives are employed in the UK.

The Group's remuneration policies also recognise that the
Music Publishing and Recorded Music businesses operate in
distinct marketplaces. The level and form of remuneration will
continue to be tailored to the different marketplaces in which
the Group competes and to recognise the overall importance
of creative talent to the success of the Group.

The remuneration packages of the Executive Directors have
been designed to help them attain, and encourage themto
retain, long-term interests in EMI's shares, and thereby align
their interests with those of shareholders, Performance-related
elernents, in the form of annual bonuses and share-based
long-term incentives, represent a significant proportion of
remuneration, typically providing at least 50% of the total
annual remuneration opportunity for the achievement of
stretching performance targets.



Base salary

EM balieves pay should be closely linked to performance.
Base salary levels are determined by the Commitiee having
regard to the experience and performance of the individual
executive, the performance of the Group as awhole over the
preceding year, data regarding external salary levels for
comparable positions and internal relativities, The Committee
seeks to ensure that base salaries are generally set no higher
than the median for the music industry.

Recognising the requirements of good corporate governance
and a desire to constrain fixed costs to the advantage of all
sharehoiders, base salaries for certain operating executives,
most notably for the CEQ Recorded Music, have been kept
significantly below industry market levels. In these instances,
in order to deliver competitive overall levels of pay, the balance
of the overall remuneration is weighied more significantly
towards long-term incentives than is the case with EMI's
major competitors.

The base salaries for the Executive Directors for the financial
year were as follows:

E L Nicoli £680,000 pa

MN Bandier US$3,092.266 pa
AMJILevy £680,000 pa

RC Faxon US$766,025 pa

Salaries are reviewed annually with any increases generally
taking effect on 1 July.

Annual bonus
Annual bonus opportunities are in line with general industry
practice.

The Chairman’s and the CFO's annual bonus opportunity

at target and maximum performance is 50% and 100%,
respectively, of base salary. The CEO Music Publishing's
annual bonus opportunity at target and maximum
parformance is 50% and 80%, respectively, of base salary.
The CEQ Recorded Music is entitled, under his service
agreement, to a maximum annual cash bonus of up 10 200%
of base salary, based on achieving stretching pre-set
operating profit margins for EMI Recorded Music.

These bonus opportunities are paid in cash following the
approval of the accounts for the relevant year. Executive
Directors no longer have the opportunity to defer receipt of

their bonuses for a period in return for a matching share award.

Performance criteria are tallored to individual positions and,
subject to an overriding discretion of the Committee to ensure
that bonuses are appropriate in all the circumstances,

are determined as follows:

* Forthe Chairman and the CFO, bonuses are linked to the
attainment of pre-set financial targets for the Group. This
indicative amount can then be adjusted (up or down, but
subject to the maximum of 100%) by up to a third, if the
Cormmittee believes circumstances so warrant.

*  The annual bonus for the CEQ Music Publishing is based
on pre-set targets relating to the division’s economic profit
(ie taking into account the value of the investment in the
business) from year to year, reflacting Music Publishing's
objective to achieve sustained profit growth while
providing an adequate return on invested assets.

» Theannual bonus for the CEQ Recorded Music is based on
tha division achieving stratching operating margin targets.
Given the current uncertainty within the woridwide recorded
music market, the Committee believes that it is important to
control the cost structure of the Recorded Music business
to ensure that costs can be supported by the repertoire as
it develops. It therefore considers that operating margin
should be the primary focus for the present. In addition,
as can be seen from pages 48 and 53, the CEQ Recorded
Music has recaived option grants which provide a sufficient
incentive for himto grow the business in the interests of all
shareholders rather than simply maximising margin through
costsavings alone.

The Committee's policy is not to pay transaction-related
bonuses.

Details of the bonuses achieved during the year by individual
Executive Directors are set out on page 50.

Long-term incentive arrangements

Of the Executive Directors, the Chairman and the CFO will
participate in the new Executive Share Incentive Plan (ESIP)
for which shareholder approval is being sought at this year's
AGM. Under the terms of the proposed ESIF, regular annual
awards of both share options and performance shares will
be made, with awards vesting after a fixed three-year period
subject to the achievement of demanding pre-vesting
performance conditions.

The Committee has determined that, for the first award to

be made under the ESIP in 2003, options over shares worth

up to two times base salary may be awarded, together with

an award of perforrmance shares worth up to one times base
salary. These levels will only be exceeded, if necessary, in
recruitrnent cases but in no case will they exceed eight times
salary for options and four times salary for performance shares.
In accordance with the terms of his service contract, the CFQ's
annual option grant will be not less than 250,000 shares.

One third of the nurber of share options granted may be
exercised if normalised earnings per share ' EPS') growth, over
the three years following grant (with no retesting opportunities),
exceeds an average of retail price index {'RPY') pius 3% pa;

two thirds of the nurber of share options granted may be
exercised if normalised EPS growth exceeds an average of RP!
plus 5% pa; and all share options granted may be exercised

it normalised EPS growth exceeds an average of RPI plus 7%
pa. To the extent that the targets have not been fully satisfied,
options will lapse.

Performance share awards will vest by reference to the
Company's relative Total Shareholder Return ( TSR')
performance over a fixed three-year period (with no retesting
opportunities), TSR is ameasure of the returmn to a shareholder
(interms of share price appreciation, assuming reinvestment
of any dividends) over afixed period. 25% of the shares
subject to an award will vest if the Company's TSR, relative

to the companies in the FTSE Mid-250 Index {excluding
investrment trusts), as at the date of grant, is at least at the
rmedian of that group. This will increase, on a straight-line
basis, to full vesting if the Company’s TSR is at least at the
upper quintile (ie within the highest 20%) of that group.

Both the starting and ending TSR of the Company and each
company in the comparator group will be assessed using three-
month average figures. In addition to satisfying the TSR
performance condition, awards will only vest to the extent

that the Committee considers that the Company’s TSR
performance is reflective of the undertying performance of

the Company over the period.
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Remuneration Report

continued

The EPS and TSR targets, which were selected following

extensive discussions with the Company’s leading institutional

shareholders and which have received the support of an

overwhelming majority of those shareholders, are considered

t0 be both demanding and stretching in light of the prevailing
business climate over the medium term.

The EPS growth targets were chosen bacause profit growth
(as measured through EPS) is currently a key objective within
EM! and is considered to be the most appropriate measure
of financial performance.

The FTSE Mid-250 Index was chosen as the TSR comparator

group as there are no independently quoted music majors to
provice a more bespoke comparator group and, therefors, it
was felt appropriate to compare the performance of EM! with
the constituents of the FTSE Mid-250 Index on the basis that,

from an investor perspective, shareholders have the choice of

investing in EMI as compared with other UK quoted
companies of a similar size.

In all the circumstances, the Committee considers these two

measures, taken together, to be the most appropriate methad

of assessing the success of EM! ovar the medium term and,
accordingly, considers them to be appropriate performance
conditions.

The EPS measure used will be fully diluted EPS adjusted to

take account of exceptional items, EMV's performance against

the EPS and TSR targets will be monitorad by the Committee,
which will assess the extent to which the targets have been
achieved, The EPS calculations will be verified by the
Company’s external auditor while the TSR calculations wilt
be undertaken by New Bridge Street Consultants, using

data supplied by Datastream.

The CEO Music Publishing and the CEO Recorded Music
have one-off long-term incentive airangements covering,

in Mr Bandier’s case, the period from April 2001 to 31 March
2006 and, in Mr Levy's case, the period from October 2001
ta 31 March 2008. In view of these one-off arrangements,
which are described below, neither of them will participate in
the ESIP for the duration of these arrangements:

* In2001, in place of overfapping annual share awards
based on three-year performance cycles, MrBandierwas
granted a one-time performance share award under the
Group’s Senior Executive Incentive Plan (SEIP) of up to
1.25m shares, The performance condition for this award
requires 2% pa growth in the Music Publishing division's
economic profit for the entire performance period to 31
March 2006, at which level one sixth of the shares accrue,
with maximum payout at 7% pa growth (with straight-line
vesting between these two points), Mr Bandier was also

granted a restricted share award under the SEIP of 662,500

shares, These shares will vest no earlier than 31 March
2006. The award was in lieu of additional base salary and
is not, therefore, subject to performance requirements.

The aim of the award was to bring Mr Bandier's basic annual

remuneration into fine with competitive practice inthe US,

where he is based, whilst aligning his interests more closely

with those of the shareholders and providing him with a
strong incentive to remain with the Group. No further
awards of this nature are envisaged,
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*  Onjoining EMI in October 2001, Mr Levy was granted
options over 10m shares at exercise prices ranging
between 300p and 700p. The mid-market price of an EMI
share on the date of grant was 265.26p. He was also entitled
to subsequent grants of options, each over 2m shares,
following the announcement of the interim resuits for each
of the four financial years up to 31 March 2006, These levels
of grant reflact the fact that his base salary and potential
cash bonus are substantially lower than for equivalent
positions in other major record companies, and are
designed to align his interests closely with those of
shareholders.

On 19 December 2002, the remaining entitliements were
consolidated into a single grant. The tenms of the grant
replicate those agreed an Mr Levy's joining and, therefore,
the exercise prices will only be determined when the interim
results for the respective years have been announced,
using a five-day average share price. Similarly, the normial
three-year vesting period will only commence on the date
that the exercise price is determined.

Exercise of all the aptions is generally conditional on the
Company’s adjusted diluted EPS growing by at least an
average of RP! plus 2.5% pa over the period from 31 March
2002 to the 31 March following the relevant vesting date
with retesting throughout the option's life,

The Committee concluded that such grants were necessary
torecruit Mr Lavy, bearing in mind the significant salary
sacrifice by him and, therefore, made such grants relying

on the exemption in chapter 13.13A of the UK Listing
Authority's Listing Rules. The Committee will not make
amendments to the arrangements established for Mr Levy
that are to his advantage without seeking the consent

of shareholders. Consistent with the Company's general
approach, no benefits under these option arrangements

for Mr Levy will be pensionable.

Further details concerning these grants to Mr Bandier and

Mr Levy, including those as to vesting on termination of
employment or following a change of control of the Company,
are set out in footnote (f) on page 52 and footnotes (f) and (g)
on page 53, respectively.

Details of the share options granted to Executive Directors in
previous years in accordance with the schema(s) then applying
andthe performarice criteria attaching to those grants are
contained in the table of Directors’ Share Options on page 53,

Benefits in kind

Benefits and perquisites are based on general industry practice
andgenerally include a car or car allowance together with Iife
assurance, retirement, disability and healthcare plans, Further
details are set out on page 50.



Pension arrangements

* For UK-based Executive Directors, other than for the CFO
whose pension arrangements are summarised below, the
palicy is to provide pension benefits through a “final salary'
arangement with an accrual rate of Yaoth. Where
possible, thisis achieved through the Group’s Inland
Revenue approved occupational pension scheme.
Anunapproved scheme is utitised to provide benefits on
salaries above the Inland Revenue imposed ‘cap’, with the
level of contribution being set by reference to an actuarial
assessment of the value of a Yhoth arrangement. Benefits
are based on base salaries only and specifically exclude
bonuses,

¢ Forthe US-based CEO Music Publishing, the Group’s
retirement plan contributions are made with respect to both
salary and annual bonus, consistent with normal practice
in the US and the Group's benefit arrangements for all US
employees,

* Forthe mainly UK-based CFO, who is a tUS citizen,
retirement plan contributions are made in respect of his
base salary only.

Directors’ service contracts

The Combined Code recommends that one-year notice
periods or contract terms be set as an objective for Executive
Directors. It is EMI's policy to achieve that objective, where
passible.

The Committee endorses the principle of mitigation of loss

on early termination of a service contract and recognises the
advantage of service contracts including an explicit calculation
of compensation payable upon early termination, other than
for misconduct or in other circumstances justifying summary
termination. The Committee's policy is that such a calculation
should generally be based on base salary, annual bonus at
target level and other benefits, including pension contributions,
for the notice period or unexpired term of the service contract.
The contract should alsa include an explicit obligation to
mitigate and to offset earnings from altemative employment
undertaken during the notice period or unexpired term of the
contract against alf or part of the compensation payment,
However, the Committee is conscious that:

* EMiremains as the only independently owned and quoted
music major in the world and has been the subject of
takeover speculation for many years. To be ableto
compete for talent, it has, therefore, been necessary
to provide an additional degree of protection for Executive
Directors in certain cases.

* Fixed-term contracts of thrae or more years are the norm
for seniorexecutives in the giobal entertainment industry
and such agreements often include no (or only a limited)
obligation to mitigate.

* Employment contracts for music executives are often
closely negotiated, with the executive represented by
experienced industry attorneys.

Inthe light of such factors, the Committee considers that it is
inthe best interests of EMI and its shareholders to retain the
flexibility to compete for top executive talent, where necessary.
through the ability to offer contract terms in excess of one year.
However, the Committee recognises that this is not consistent
with UK remuneration best practices and, therefore, may agree
to concede compensation payments calculated, where
necessary, without mitigation in order to limit contract terms

or notice periods to one year.

Chairman and CFQ - Eric Nicoli and Roger Faxon

Mr Nicoli's service contract, dated 11 Aprit 2003, is terminable
by the Company on one year’s notice. Mr Faxon's contract,
dated as of 1 April 2003, allows EMI to terminate the contract
atany time without notice with a specified severance payment
calculated on the same basis as if he were entitled to one year's
notice, Previously, the effective notice period for both Mr Nicoli
and Mr Faxon would increase to two years following a change
of control. However, recognising the views of institutional
shareholders, they have agreed, forno compensation, to
reduce evenly over the course of the cument financial year,

the notice period following a change of control, so that, as from
1 April 2004, they will both be subject to the standard one year
in all circumstances.

In the case of gross misconduct or other circurmstances
justifying summary dismissal, the Company may terminate
their service contracts without payment of compensation.
Termination by the Companty in other circumstances, without
the required notice being given, entitles the departing
executive to lump-sum compensation, calculated on:

* his then base annual salary {currently £680,000 pain the
case of Mr Nicoli and US$766,025 pain the case of Mr
Faxon); plus,

» the value of retirernent benefits and either the continued
enjoyment of, or the value of, benefits in kind provided
to him (the accrued value of such retirerment contributions
and the benefits in kind would have been £387,083 in the
case of Mr Nicoli and US$444,115 in the case of Mr Faxon
had they been dismissed on 31 March 2003); plus,

* asuminrespect of his annual bonus opportunity, being the
amount equal to his target-level annual bonus opportunity
(currently 50%) multiplied by his base salary for the period
from:

¢ inthe case of Mr Nicoli, the date of his departure to the
end of the contractual notice period:

* inthecase of MrFaxon, the commencement of the
financial year in which he departed to the end of the
contractual notice period.

Mr Nicoli's entitlement to such compensation is subject to both
aduty to mitigate and offset for any earnings which he derives
from other employment during the unworked part of the notice
perioc for which he has been compensated.

In the light of competitive music industry practice, andin
recognition of Mr Faxon's agreement, when he was promoted
to CFO, to reduce his basic contract term from two years to
one year, therg is no obligation on hirn to mitigate or to offset
against the compensation payment any earnings from
alternative employrment during the year following termination.
However, the Company's obligation to continue to provide
insurance benefits will Cease to the extent that similar benefits
are provided by another ernployer following termination,

47



Remuneration Report

continued

CEQ Recorded Music - Alain Levy

Mrevy’s service contract, which commenced on 15 October
2001, allows the Company to terminate his employment

at any tirne without notice. if termination is for cause, no
cormpensation is payable. If termination is without cause,

or MrLevy terminates the agreement for good reason (for
exarmple, breach by EMI}, he is entitled to a severance payment
calculated on the basis of one year's pay, as defined below.
However, this is increased to two years' pay on termination
without cause following a change of control of the Company.

The Committee considers that this provision is appropriate

in view of Mr Levy’s acceptance of a base salary and annuai
cash bonus opportunity significantly lower than equivalent
positions in other major record companies and a basic
contract term of one year, which is also substantially less than
competitive music industry practice. The provision was an
important factor in Mr Levy agreeing to join the Company,
since his previous employment had been terminated following
achange of control of his employer, despite his success in
building that company into the world's largest music company.
In approving the provision, the Cormmittee took into account
the fact that two years’ compensation on termination without
cause following a change of control, would be materially less
than one year based on a typical music industry salary and
bonus package.

Where compensation is payable in respect of Mr Levy's service
contract, itis specified to be a lump sum calculated on:

¢ histhen base annual salary (currently £680,000 pa);
plus,

* the vaiue of retirement benefits and either the value of,
or the continued enjoyment of, other benefits in kind
provided to him {the value of such retirement accrual
and the benefits in kind would have been £335,704 had
he been dismissed on 31 March 2003); plus,

+ theaverage annual bonus earned by him over the last
three financial years {or the period since he joined the
Company, if less) (£340,000 in respect of the year ended
31 March 2003).

At the time of his appointment, Mr Levy accepted a basic
contract tenm of one year, which is significantly less than
competitive music industry practice, as well as a base salary
and potential cash bonus at levels substantially lower than
thase for equivalent positions in other major record
companies. In recognition of this, there is no obligation on
Mr Levy to mitigate or to offset against the compensation
payment any eamings from alternative ernployment following
termination. It was considered inappropriate to seek to
renegotiate this aspect of Mr Levy's contract following the
issue of the latest Association of British Insurers’ guidelines
inthis regard,

CEQ Music Publishing — Martin Bandier

Mr Bandier's service contract, dated as of 1 April 2001, is with
aUS subsidiary of EM! and is governed by New York state law,
The contract aliows the employing company to terminate his
employment at any time without notice. If termination is for
cause, no compensation is payable, If termination is without
cause, or Mr Bandier terminates the contract for good reason,
he is entitled to compensation based on two years' salary and
benefits. The Committee considers that these terms for Mr
Bandier are appropriate in view of competitive practice in the
US, where he s resident and where EMI Music Publishing

is headquartered, and the fact that the service contract is
intended to secure his services until age 65. Additionally,
following a change of control of the Company, Mr Bandier

is entitled to terminate his service contract after a one-year
transitional period and to receive a compensation payment
as described below. Mr Bandier's contract also provides for
its automatic expiry on 31 March 2006.
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Where compensation is payable in respect of termination of Mr
Bandier’s service contract, it is specified to be the aggregate of:

* histhen base annual salary (currently US$3,092,268) for
two years; plus,

* continuation for two years (or for one year if termination
occurs after 1 April 2005) of medical and dantal benefits
and retirement plan contributions {the accrued value of
such retirement contributions and medical and dental
benefits for the year ended 31 March 2003 would have
been US$H1,578,120 if he had been terminated on
that date); plus,

* anamount equal to his target-level annual bonus
opportunity (currently 50% of base salary) for two years.

While, reflecting competitive music industry practice, there

is no specific obligation on Mr Bandier to mitigate, the
continuation of salary and bonus for 12 months after
termination is subject to offset in respact of salary and bonus
eamed by Mr Bandier from a subsequent employer in the 12
months following termination; and the continuation of benefits
is also offset to the extent of similar benefits provided by the
subsequent employer.

The provisions in Mr Levy's service contract regarding change
of control and in Mr Bandier's contract regarding two years’
compensation on termination have been discussed with both
the Association of British Insurers and the National Association
of Pension Funds.

Non-executive Directors

Non-executive Directors do not participate in EMI's bonus
scheme or long-term incentive plans and are not eligible for
membership of any of the Group’s pension plans. Their fees
are payable wholly in cash,

The Non-executive Directors do not have service contracts
with the Company. Each Non-executive Director is appointed
for aspecified term of an initial period to the next AGM after
appointment and, subject to election at that Meeting, for a
further period ending at the third AGM held thereafter.
Subsequent re-election is subject to endorsement by the
Board and the approval of shareholders. Each Non-executive
Director's date of appointment as a Director and his or her most
recent date of re-election at an AGM is shown below:

Date of
appointment as a Date ot
Non-exacutive last re-gloction
Director atAGM
Sir Dominic Cadbury 20.2,98 20.7.01
H Einsrmann 18.5.92 19.7.02
P AGeorgescu 1.9.02 -
D Jiondoner 13.5.03 -
KAO Donovan 21.11.97 20.7.01

Their appointments rmay be terminated at any time without
compensation in the event that they are not re-electad by
shareholders or otherwise in accordance with the Company’s
Articles of Association. On termination, a Non-executive
Director is entitled to any accrued but unpaid Directors' fees,
but not to any other compensation.,



Total shareholder return performance graph

The new Directors’ Remuneration Report Regulations 2002
require companies to include a graph indicating their TSR

(ie share price growth assuming reinvestment of any dividends)
performance over the last five years relative to arecognised
equity index. In the absence of a suitable index of true
comparators, the Committee has elected to show EMI's
performance related to the FTSE Mid-250 Index the
constituents of which comprise the comparator group for the
TSR performance condition to which awards under the ESIP
will be subject.

Total shareholder retum
Source; Datastream

Value (€)

31.03.98 31.03.99 31.03.00 30301 31.03.02 31.03.03

&  EMIGrouppic
B FTSEMId-250 Index

This graph looks at the value, by the end of March 2003, of £100
invested in EMI Group pic on 31 March 1998 compared with the
vatue of £100 invested in the FTSE Mid-250 Index. The other
points plotied are the values at intervening financial year ends,

Policy on outside appointments

The Executive Directors are permitted to take external
appointments as non-executive directors but usually only
one such appointment may be by another publicly quoted
company, They may retain the remuneration from such
appointments. All appointments must be approved by the
Board to ensure that they do not give rise to any scope for
conflicts of interest.

Share ownership guidelines

During the year, the Committee adopted a formal policy of
requiring Executive Directors to hold shares in EMi worthat
least two times their respective salaries. Executive Directors
are required to build up this shareholding by retaining shares
with a value of at least 25% of the after-tax gain arising on
the maturity of any long-term incentive awards.

Payments to former Directors during the financial year
During the year, amounts were paid to former Directors,
as follows:

K MBerry

In accordance with the terms of his service agreement,

Mr Berry was paid further amounts during the year in respect
of salary continuation, benefits and annual bonus. The value
of all these amounts was reported in the Directors’
Remuneration Report for the year ended 31 March 2002.

Notwithstanding the termination of his agreement, Mr Berry
had the right ta continued use, for two years following the date
of termination of his employment, of the house in Los Angeles
provided to him rent-free by the Group. He also had the option
to purchase that property and its contents for the externally
appraised market value. He exercised this option on 31 July
2002, paying the Group US$6.0m which represented a profit
of US$2.015m (£1.4m) over the Group's book value for the
property, As a result, his right of use, the value of which was
reported in the financial year ended 31 March 2002, was
extinguished.

Mr Berry’s remaining grants under the Group's share option
schemes lapsed, without being exercised, on 14 October 2002.

AJ Bates
Mr Bates ceased to be a Director on 4 February 2002 but
remained as an employee ofthe Group until 31 May 2002.

In accordance with the terms of his service agreement and

the subsequent letter of termination, Mr Bates was paid certain
sums during the financial year ended 31 March 2003 and
certain share awards vested. All of these sums were reported
in the financial year ended 31 March 2002, other than the salary
and benefits paid to Mr Bates between 1 April 2002 and

31 May 2002, which amounted to £133,221 in aggregate.

Of Mr Bates's antitiernents under the Group's SEIP, a total
of 290,479 shares vested as at 31 May 2002. Up to a further
118,687 shares could vest on or before 30 June 2004, if the
related performance criteria are fulfilied. All of Mr Bates's
remaining entittements under the Group’s share option
schemes will lapse on 31 May 2003.
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Remuneration details

Annual remuneration®
Base  Compensation 2003 2007
ualary Tor loss b incentive _ Totnl _ Totat
or fees  of employ Exp Banefits™ remunaration " ywar i year
£'000 £'000 £'000 £000 £1000 £'000 £'000
Executive Directors:
E L Nicoli 671.2 - - 67.2 340.0 1,0784 685.5
M N Bandier® 1,934.3 - - 491 1,547.4 23,5308 37266
AMJ | Levy? 680.0 - - 182.5 340.0 11,2025 738.3
R C Faxon 495.2 - - 39.4 247.68 782.2 1034
Non-executive Directors:
Sir Dominic Cadbury 57.1 - - - - 571 53.1
H Einsmann 34.3 - - - - 34.3 324
P A Georgescu (appointed 1.9.02) 18.8 - - - - 18.8 -
K A O'Donovan 39.5 - - - - 39.5 374
Former Executive Directors:
K M Berry (resigned 14.10.01) - 45.0° - - - 45.0 7,448
A J Bates (resigned 4.2.02) - - - - - - 22763
Former Non-executive Directors:
M R Jackson {resigned 7.5.02) 5.6 - - - - 5.6 324
H R Jenkins (retired 19.7.02) 10.4 - - - - 10.4 324
Total 2003 3,946.4 45,0 - 338.2 2475.0 6,804.6 =
Total 2002 4,905.1 7,795.3 - 4476 20179 - 15,1659

2 Excludes retirement contributions (see table on page 54) and the value of share awards ceasing to be contingent, as reportad in the table shown balow.

BThe nature of the non-cash benefits provided to the Executive Diractors is as follows:
ELNicol: - provision of a Cormpany car plus use of a Company pool car and driver;
- private healthcare, and,
- personal accident insurance.

MNBandier: - car aliowance of US$36,000 pa; and,

- participation in the Group's US executive medical pian, iife, heafth (hospital, major medical and dertal) and accident insurance.

AMJlLevy. -useofaCompany pool car and driver,
- private heatthcare; and,
- peraonal accident insurance.

RCFaxar: - car allowance of USE25,000 pa;

- participation in the Group's US executive medical plan, life, health (hospital, major medical and dental) and accident insurance; and,

- haatlth club memberships in both New York and London.
& Highest-paid Director.

din accordance with Mr Levy’s service agreament, a payment of £.138,232 was mads fo lichester Investmants Ltd, a corpany controliad by Mr Levy and hig family,

to reimburse the costs of its eardy surrender of the lease of its office premises following Mr Levy jeining EML

° This sum represents an assessment of Mr Berry's rent-free use of housing in California provided by the Group until its sale during July 2002,

Rernuneration from prior-yaar share awards ceasing to be contingent

2003 2002
Awards Total valua® Awards Total valie®
No.of sharas £'000 No. of shares £000
Executive Directors:
E L Nicoli - -  21,667° 78.5
M N Bandier 165,625° 147.8 87,500° 317.2
AMJ!Levy - - - -
R C Faxon 44,436 38.7 - -
Former Executive Directors:
K M Berry {resigned 14.10.01) - - 229,912 784.6
A J Bates (resigned 4.2.02) - ~ 75,344 273.1
Total ' 210,061 187.5 414,423 1,453.4

A The value is based on the share price on the date that awards ceased to be contingert,

DWhilst in certain cirtumstances these restricted share awards may lapse or be released before the vesting date, a proportion of their value is inciuded in reported

remuneration each year to match remuneration costs more accurately to the time period in which these shares are eamed.



Directors’ interests

Directors' interests (all beneficial) in the Company’s Ordinary Shares of 14p each*®

Asat1.4.02

Nan-contingent 3.0 app%’mdgiﬁ
share awards® W m’?iﬁé&r\w Total sharea e
Executive Directors:
E 1. Nicoli¢ 133,982 69,186 203,168 138,032
M N Bandier - 379,760 379,760 155,060
AMJiLevy - 775,000 775,000 700,000
RC Faxon 296,182 36,473° 332,655 220,027
Non-executive Directors:
Sir Dominic Cadbury - 50,000 50,000 20,000
HEinsmann - 1,800 1,800 1,800
P A Georgescu - 100,000 100,000 -
KAQO'Donovan - 2,000 2,000 2,000

2The Company's Register of Directors’ Interests is available for inspection in accordance with tha provisions of the Companies Act 1985,

B No Directar had any interest in aither shares or debentures of any subsidiary of the Company.

¢ Non-contingent shara awards shown in this colurmn are also included as incentive awards in the table on page 52.

d0n 23 May 2003, Mr Nicoli's interests in the Company’s shares increased by 64 shares on the reinvestrnent of dividends and tax credits received in respect of shares

held by hir and his wife through EMI Corporate Personal Equity Plans,

8 Thatotal of directly held shares does not include the post-tax amount of an incentive share award of 19,518 shares and the related 2:3 matching award of 13,012
shares that vested during the year. as the shares could not be delivered to Mr Faxon untit after the end of the close period for Directors’ share dealings on 21 May 2003,

51



Remuneration Report

continued

Cutstanding awards under long-term incentive plans

Asat 1.3.02 During year
Ditte of . b Matching Asat
awarc Incertiva®  Porformance Reastrictee®  Awarded awards Verstedd Lapsad 31.3.03
Executive Directors:
E L Nicoli 31.5.00 67,722 - - - - - - 67,722
22.6.00 - 124,538 - - - - (124,538 0
3150 66,260 - - - - - - 66,260
15.6.01 - 155,297 - - - - ~ 165,297
Total 133,082 279,835 0 0 0Q 0 (124,538) 289,279
M N Bandier 23896 - 108,214 - - - - Q1 08,214)d 0
6.6.97 - 110,974 - - - - - 110,974
28.9.01 - 1,250,000' - - - - - 1,250,000
28.9.01 - - 662,500 - - - - 662,500
Total 0 1,469,188 662,500 Q Q 0 (108,214)2,023,474
AMJILevy - - - - - - - 0
Total 0 0 0 0 0 0 0 0
R C Faxon 23.8.96 - 24,594 - - - - (24,594)° 0
6.6.97 19,518 - - - 13,012 (32,530) - 0
6.6.97 - 19,518 - - - - - 19,518
18.6.99 88,848 - - - - - - 88,848
31.5.00 18,888 - - - - - - 18,888
22.6.00 - 74,374 - - - {44436) (29,938 0
31.5.01 56,300 - - - - - - 56,300
15.6.01 - 103,803 - - - - - 103,803
28.5.02 - - - 112,628¢9 - - ~ 112,628
Total 183,664 222289 0 112,628 13,012 (76,966) (54,532) 399,985

2incentive share awards are not contingent on future performance and/or are nolonger subject to forfeiture. Such awards. made under the curmant Senior Executive
incertive Plan, are subject to an additional 1.3 matching award if deferved for three years from the date of the award or an additional 2:3 matching award if defered
for six years from the date of the award,

P Shows total potential award. The total of the eventual award depends on the achievement of Group or business unit performance against profit targets set by the
Remuneration Committee by the end of a performance period that terminates on 31 March in the third year after the date of the award. For awards made priorto 1998,
performance is further reassessed in each of the fallawing three years befora the award lapses. The eventuat award is subject to an additional 1:3 matching award it
vesting is defarved for a further threa years from the vesting date. In certain circumatances, for example upon a change of control of EML. awards could be released
before the narmal vesting date. For Mr Nicoti, M Bandier and Mr Faxon, release of awarda made up 10 31 March 2001 is subject to a further performance requirement
that EMI's Total Shareholder Return must have at least equalied the median of those companies that comprised the FTSE 100 at the start of the three-year
performance cycle. Mr Nicoli has a performance share award granted on 16.June 2001 which will vest on a sliding scale against three-year compound growth in
earnings of between 6.1% and 22.5%. Mr Faxon continues to participate in a performance share award granted on 15 June 2001 based or Music Publishing'a
performance, which requires the same rats of cornpound growth but related to Music Publishing's economic profit.

©MrBandier's restricted share award is not subject to performance criteria. A proportion of this award is included in remuneration sach year 50 as tomatch
remuneration costs more accurately to the tirme period in which the shares are samed. In certain circumstances, the award could lapseé or be releasad before the
vésting date, as described in fooinots (f) balow.

dLapsedasoi 31 March 2003,
£ Onvesting of the base award. a2:3 matching award of 13,012 shares was made.

! MrBandiers outstanding share awards, which are set out in the table above, would vast, inwhole or in part, ifhe was dismissed (other than for cause) or following
achange of control of EMI. Both his performancs share and restricted share awards williapse if, priar o the vesting date of 31 March 2006, Mr Bandier resigNg
voluntarily or his employrertt agreement is ferminated by EMI for cause. However, if Mr Bandier's employment is terminated without cause hy EMI, ha will mceive the
proportion of his restricted share award which he would have eamed had he remained in employrnent for a further two years. Underthese same circurnstances, he
would also receive a proportion of his performance share awards pro rated o the date of termination, subject to the achievement of the relevart perforrmance criteria.
Inthe event of a change of control of EMI, all the restricted share award would vest fogether with a proportion of the performance share award prorated to the date of
the change of control. Following a change of control, a pro rata proportion of his performance share award would vest together with an additional 525,000 shares up
to the maximum award of 1.26rm shares on the earlier of ona year after the date of the change of contral or the termination of his employrment without cause,

9Mr Faxon received an incentive award of 112,628 sharas on 28 May 2002 when the clesing rmid-market share price was 267.250.



Directors’ share options over Ordinary Shares of 14p each™
Asat1.4.02

e | Gdwa
ﬁg ”’x‘ Lﬁ‘:e E% ihxter nyeor Gmgl, L‘lﬁ Asat 31303
Executive Directors:
E L Nicoli 3699 3602 5609 4400000 60,000 - - - 60,000
21.12.00  1.2.06° 31.7.06 442.000p 3,817 - - (3,817 0
206.02 19077 20208 221.000p - - 7,488 - 7,488
21602 21605 20612 243.300p - - 838471 - 838,471
Total 63,817 - 845,959 (3,817) 905,959
M N Bandier 258095 25898 24.8.05 590.315p 253,084 - - - 253,084
23896 23899 22806 7345000 60,000 - - - 60,000
6697 6600 5607 575000p 52,144 - - - 52,144
Total 365,228 - - - 365,228
AMJILewy" 15,1001 15.10.04 14.10.11 300.000p 3,000,000 - - - 3,000,000
15.10.01  15.10.04 14.10.11 400.000p 3,000,000 - - - 3.000,000
151001 151004 14.10.11 500.000p 2.000,000 - - - 2,000,000
15.10.01 151004 14.10.11 700.000p 2,000,000 - - - 2,000,000
2102 2105  1.1.12 357.300p 2,000,000 - - - 2,000,000
19.12.02 19.12.05 18.12.12 146.050p - - 2,000,000 - 2,000,000
19.12.02f 19,12.06 18.12.12¢ - - -~ 2,000,000 - 2,000,000
19.12.02F 19.12.07 18.12.12¢ - - - 2,000,000 - 2,000,000
19.12.027 19.12.08 18.12.12¢ - - - 2,000,000 - 2,000,000
Total 12,000,000 - 8,000,000 - 20,000,000
RC Faxon 23896 23899 22806 734500p 67,500 - - - 67,500
6697 6600 56.07 575.000p 50,326 - - - 50,326
5202 5205 4212 305000p 500,000 - - - 500,000
286,02 28505 27512 267.250p - - 250,000 - 250,000
21602 21605 20612 244.000p - 283,000 - 283,000

Total 617,826 - 533,000 -~ 1,150,826

A No Directors’ share options were exercised in the year. Therefore, the total gainmagcle on the exercize of share options was £nil (2002:6ni). The closing mid-market share
price on 3tMarch 2003 was 89.25p. The range of closing mic-market share prices during the year was 80p to 365p,

b Alt of the options were granted for nil consideration,

© Executive Directors’ share options are normally exercisable during the period commenc ing no earlier than three years and ending no later than 10 years from tha date
granted.

9 ShareSave options are narmally exercisable for a gix-month period following completion of savings to either a three-year or a five-year ShareSave contract,

&8hare optiona were granted to Executive Directors in previous year's in accordance with the relevant Executive Share Option Scherme rules and market practice atthe
time. Thetable above sets outinformation on the current Executive Directors' grants of share options, The performancea critena rdating to these grants are as foliows:

¢+ Forthe period from 25 August 1995 to 9 December 1998, the criterion was that the Company's Total Sharenolder Return (TSR') over the ralevant caleutation period
campared o the TSR of the companiesin the FTSE 100 at 1 Aprif prior to the date of grant is at least equal to the madian of that group, TSR is the percentags growth
of the share price, assurming reinvestrment of any dividends paid, overthe calculation period. The initial calculation period commences on 1 Apnil immediately
preceding the date of grant and ends on 31March three years later and, thereafter, calculations are made at each quarter end for the preceding three-year period utit
the performare criterion is met or the option lapses.

* Forthe period 10 December 1999 to date, the criterion is that the increase inthe Group's adjusted, fully diluted earnings per share over a three-year period following
the date of grant exceeds an average of the UK Retail Prices Inclex plus arateranging between 2% and 3% pa.

The Committee chosa the relevant performance criteria as they were considerad to be challenging, to align Executive Directors’ interests with those of sharetiolders and
in accordance with the then existing market practice. On termination of employment in certain circumstances, for example, as aresult of death, disability, sale of the
relevant business unit, normal retirement, or termination without causs, and ifthe perormance criteria are on tanget for achievernent, a proportion of tha option may
becorme exertisable prior to normal vesting. if the performance criteria are not on target for achievement, the whole optior lapses if it has not reached its normal vesting
date. Upon achange of control, all opstions vest, or can be exchanged foran equivalent value of options inthe acquinng entity, with idertical terms to the original aptions.
Similar provisions also apply to awards made under the SETR Details of how these provisions have been appiied in individual cases and how the one-off arrangements
for Mr Bandier and Mr Levy apply on termiriation of their empioyment in these circumstances are set out in footnote (f) on page 52 and in footnote (g) below, respectively.

' On appointment, Mr Levy was granted aptions over 10m shares at prices between 300p and 700p Since appointmant, Mr Levy has been granted additional options over
afurther 10m shares which represent his entitlement to options in respect of the five financial yearsup toand including, but ending or, 31 March 2006, The exemcise
prices for thess options will only be determined when the interim results for the respective financial years have been announced, using a five-day average share price.

QThem\soerLevy’scontmctpmscﬁbemeimpadofacessationolemployrmmorachmgeofcomwlofEMlmﬂmeshaeomimsgmﬁedunda’hisconvm. 1§
MrLevy's appointment is terminated by EMI without caise or by Mr Levy with good reason {as defined in the contract) prior to 15 October 2003, the options aver 8m
shares priced from 300p to 500p will vest and may be exercised without regard to the performance conditions but afl other such options will apse, Should MrLevy’s
appointment be teminated in such circurnstances after 15 Octaber 2003, the options over ali 10m shares will vest and may be exarcised without regard to the
performance conditions,

1 Mr Levy's appointment is terminated in the circumstances described in the praceding paragraph. the options referred to in footnote (f) for which the prices have been
determined by the date of termination, as set out in the table above, will viast and may be exarcisad without regard to the performance conditions; all other options would
lapse. The exercise of options vested under the praceding paragraph must be undertaken within 12 months of the date of termination. On achange of control of EMI,
MrLevy's options will be treated as if his employment had been terrinatad by EMI without cause with the result that they may be exercised without regard to performance
conditions, but the exercise period will be limited to six months. A termination resulting from Mr_evy’s death or disability will be treated in the same manner as a
termination by the Company without cause,
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Remuneration Report

continued

Pensions

The UK-based Executive Directors are executive members
ofthe UK EMI Group Pension Fund, which provides them,
onnormal retirement at age 60, with a pension of eoth of the
‘cap’ (see below) for each year of membership. Members
contribute 4% of the cap. On death there is a spouse’s pension
of two thirds of the member’s pension (ignoring the impact of
any exchange of pension for a lump sum on retirement), plus
child allowances if applicable, An earty retirement pension may
be paid on leaving but the pension is reduced by /3% for each
month that pension starts earlier than age 60. Subject to the
Company’s the Committee's in the case of Executive Directors)
consent, the reduction applied may be less.

Transfer values are calculated on a basis that assumes the
pension wouid be drawn at the earliest date where no reduction
would apply and with allowance for future pension increases
{both before and after pension cormmences) to reflect the past
practice of granting increases greater than those guaranteed.

Up to age 65, the whole of a pension in payment is guaranteed
toincrease by LPI (the lower of the previous year's increase in
the Retail Prices Index and 5%). After age 65, the pension in
excess of the Guaranteed Minimum Pension or ‘\GMP* {that part
of the pension which replaces the State Earnings Related
Pension) is guaranteed to increase by LPI, while that part of the
GMP which built up since 6 April 1988 is guaranteed to increase
by the lower of the previous year's increase in the Retail Prices
index and 3%.

Thetable below sets out the transfer value at 31 March 2003 of
each Executive Director’s accrued deferred pension at that date
as well as the movement in that transfer value over the period.
The transfer values are liabilities of the EMI Group Pension Fund
and reflect both the age of the Executive Director and his length
of service and membership of the fund.

Increasein

Increase in

Aaccire] Directors’ tranfer value
a pansion during - contributions over the year
Ageat Ascrusd pEnsion the yaar net of Transfer value of accrued pension during net of Directars
31.3.03 at31.3.03 at1.4.02 nftation® at31.3.03 at1.4.02 tha year contrbubions
iagrs pa Cpa ipa £ £ £ 2= ]
Executive Directors:
E L Nicoli 52 6,345 4,637 1,629 78,192 66,703 3,888 7,601
AMJ]Levy 56 2,295 663 1,621 38,238 11,044 3,888 23,306

4The accrued persions are the amounts which would be paid if the Director left service at the relevant date.

b The transfer values have been caiculated in accordance with guidance note GN11 published by the Institute of Actuaries and Faculty of Actuaries.

Forthose joining the EMI Group Pension Fund after 31 May
1989, the ‘cap’ (as defined in the Finance Act 1989) limits
salary for pension purposes to £99,000 from 6 April 2003
(2002: £97,200). The Company, therefore, makes contributions
to a separate defined contribution plan that provides additional

affected by the cap and the after-tax value of contributions,
expressed as a percentage of base salary in excess of the cap,
which the Company paid to the defined contribution plan

in respect of thern, were:

bensfits to those affected by the cap. Executive Directors E L Nicoli 33.42%
AMJILevy 30.00%
Contributions in the year to 31 March 2003
FURBS®  Tax compensation Totat
£ £ £
Executive Directors:
EL_Nicoli 192,000 128,000 320,000
AMJlLevy 175,380 116,920 292,300

2 Fundad unapproved ratirernent benefits scherna

These contributions are set at ievels which, based on actuarial
advice, are likely to deliver comparable benefits to the capped
final salary element.

Contributions ty Group
% LSS

The table below sets out the contributions made to US money
purchase pension arrangements in respect of the other two
Executive Directors.

Contributions by Director Tortal
% uss

LS
Executive Directors:
MN Bandier 33.4% of pay® 1,782,934 6% of pay® 320,287 2,103,221
R C Faxon 50% of base salary 383,013 14% of base salary 107,243 490,256

A Consigtent with US practice, pay for this purpese includes the value of annual cash bonuses.

Thera were na retirement banefits paid to former Directors in
excass of those to which they became entitled when such benefits
first became payable to such former Directors.

Compensation to former Directors not previously reported
There were no compensation payments made to former Directors
that have not been previousty reported.

Payments to third parties for making the Directors’
services available

No payments have been made to third parties for making any
Directors’ services available to the Company.,
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As required by the Directors’ Remuneration Report Regulations,
only those items on pages 50to 54 inclusive have been subject to
audit,

By Order of the Board
Sir Dominic Cadbury

Deputy Chairman
16 May 2003
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Auditor’s Report

Independent Auditor's Report to the members

of EMI Group plc

We have audited the Group's financial statements

for the year ended 31 March 2003 which comprise the
Consolidated Profit and Loss Account, Consolidated Balance
Sheet, Company Balance Sheet, Consolidated Cash Flow
Statement, Statement of Total Recognised Gains and Losses,
Reconciliation of Mavements in Shareholders’ Funds and the
related notes 1 to 34, These financial statements have been
prepared on the basis of the accounting policies set out
therein. We have also audited the information in the Directors’
Remuneration Report that is described as having

been audited.

This report is made solely to the Company’s members, asa
body, in accordance with Section 235 of the Companies Act
1985. Qur audit work has been undertaken so that we might
state to the Company's members those matters we are
required to state to them in an auditor's report and for no
other purpose. To the fullest extent permitted by law, we do
not accept or assume responsibility to anyone other than
the Company and the Company’s members as a body,

for our audit work, for this report, or for the opinions

we have formed,

Respective responsibilities of Directors

and Auditor

The Directors are responsible for preparing the Annual Report,
inciuding the financial statements which are required to be
prepared in accordance with applicable United Kingdom law
and accounting standards as set out in the Staternent of
Directors' Responsibilities in relation to the financial
statements.

Our responsibility is to audit the financial staterments and the
part of the Directors’ Remuneration Report to be audited in
accordance with relevant legal and regulatory requirements,
United Kingdom Auditing Standards and the Listing Rules of
the Financial Services Authority,

We report to you our opinion as to whether the financial
statements give a true and fair view and whether the financial
statements and the part of the Directors’ Remuneration
Report to be audited have been properly prapared in
accordance with the Companies Act 1985, We also report
toyou if, in our opinion, the Directors’ Report is not consistent
with the financial staterments, if the Company has not kept
proper accounting records, if we have not received all the
information and explanations we require for our audit, or if
information specified by law or the Listing Rules regarding
Directors’ remuneration and transactions with the Group is
not disclosed.

We review whether the Corporate Governance Statement
reflects the Company's compliance with the seven provisions
of the Combined Code specified for our review by the Listing
Rules, and we report if it does not. We are not required to
consider whether the Board’s statements on internal control
cover all risks and controls, or form an opinion on the
effectiveness of the Group's corporate governance
procedures or its risk and control procedures,

We read other information contained in the Annual Report and
consider whether itis consistent with the audited financial
statements. This other information comprises the Directors’
Report, unaudited part of the Directors’ Remuneration Report,
Chairman’s Statement, Qperating Reviews, Financial Review
and Corporate Governance Statement. We consider the
implications for our report if we become aware of any apparent
misstatements or material inconsistencies with the financial
statements. Our responsibilities do not extend to any other
information.

Basis of audit opinion

We conducted our audit in accordance with United Kingdom
Auditing Standards issued by the Auditing Practices Board.
An audit includes examination, on a test basis, of avidence
relevant to the amounts and disclosures in the financial
statements and the part of the Directors’ Rermuneration
Report to be audited. It also includes an assessment of the
significant estimates and judgements made by the Directors
in the preparation of the financial statements, and of whether
the accounting policies are appropriate to the Group's
circumstances, consistently applied and adequately
disclosed.

We planned and performed our audit $o as to obtain

al the information and explanations which we considered
necessary in order to provide us with sufficient evidence to
give reasonable assurance that the financial statements and
the part of the Directors’ Remuneration Report to be audited
are free from material misstaterent, whether caused by fraud
or other irreguiarity or error. In forming our opinion we also
evaluated the overall adequacy of the presentation of
information in the financial statements and the part of the
Directors’ Remuneration Report to be audited.

Opinion

In our opinion the financial statements give a frue and fair view
of the state of affairs of the Company and of the Group as

at 31 March 2003 and of the profit of the Group for the year
then ended, and the financial statements and the part of

the Directors’ Remuneration Report to be audited have

been properly prepared in accordance with the Companies
Act 1985,

Emst & Young LLP
Registered Auditor
London

19 May 2003
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Consolidated Profit and Loss Account

forthe year ended 31 March 2003
Tots Joint veriture
HMV Group pic
Dizcontirued
Notes, £m fm
Turnover;
Total {including joint venture) 2,240.9 85.5
Less; joint venture turnover (65.5) (65.5)
Group tumover 1 21754 -
Cost of sales 2 {1,376.7) -
Gross profit 798.7 -
Distribution costs a (98.7) -
Administration expenses 2 (544.7) -
Other operating income, net 2 311 -
Group operating profit (oss) I 186.4 -
Share of operating profit in joint venture before exceptional items 04 0.4
Share of operating exceptional items in joint venture ™ -
Share of operating profit in joint venture 0.4 0.4
Share of operating profits (losses) in associated undertakings 0.1 -
Total operating profit (loss) 186.9 04
Non-operating exceptional items 9 209.7 -
Profit (loss) before finance charges 396.6 0.4
Finance charges:

Group (including associated undertakings) {76.1 -
Joint venture before exceptional items g (129
Joint venture - exceptional items = =

Joint venture 12 (1.2)

Total finance charges 8 (77.3) (1.2)
Profit loss) on ordinary activities before taxation 3193 {0.8)
Taxation on profit on ordinary activities 7 (83.2) 0.3
Profit (loss) on ordinary activities after taxation 236.1 {0.5)
Minority interests (equity) (6.4) -
Profit (oss) attributable to members of the Holding Company 229.7 {0.5)
Dividends (equity) 8 (62.8)

Transfer to (from) profit and joss reserve

166.9
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‘Year anded 31 March 2002

EMI Groug (exciuding HMV Group pic) EMI Group lexcluding HMV Group ple) " dvotgr\:gm Totat
Baforo
memn(EN'm Bard ‘m exmpm Excaptional
3 amortisation flems and iterres Note 9and

Mm:: Continuing mr(m& amm:sam om om
- - 707.9 3153.7
- - (707.9) (707.9)

- - - 24458
{45.5) (133.8) - {1,726.5)
(45.5) (133.8) - 7193
- 7.6) - (127.5)
(15.8) (131.5) - {708.9)

(6.9) (19.0) - 16.1
87.8) (281.9) = {101.0)
446 446
(10.3) (10.3)

- - 34.3 343
{0.1) {1.8) - Z9
67.7) (?93.7) 343 (69.6)
209.7 - - -
142.0 (293.7) 34,3 (69.6)
- - - (60.4)
20.7) 20.7)

©.1) @21

- - (22.8) (22,8

- - (22.8) {83.2)
142.0 ©93.7) 115 (152.8)
(38.4) 7.8 (7.4) (38.2)
103.6 (285.9) 41 {191.0)
3.9 8.7 - 8.5
107.5 ©79.9) 41 (109.5)
©2.2)
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Balance Sheets
at 31 March 2003

Nolgs £m £m £ £
Fixed assets
Music copyrights 1 451.2 518.2 - -
Goodwill 1z 56.2 34.0 - -
Tangible fixed assets 13 289.4 2773 25.6 13.6
Investments: subsidiary undertakings 14 - - 2,52,7 23867
Investments: joint venture (HMV Group pic) 14 - - - 96.5
Investments: associated undertakings 14 6.7 7.1 0.6 06
Other fixed asset investments 14 15.5 224 0.2 0.2
Invastments: own shares 15 7.3 13.1 7.3 13.1
826.3 8721 21864 25107
Current assets
Stocks 16 36.4 43.0 - -
Debtors: amounts falling due within one year 17 816.7 763.7  2,141.0 1,176.1
Debtors: amounts falling due after more than one year 17 138.6 133.8 1.5 0.6
Deferred taxation 2 14.6 1741 - -
Investments: liquid funds 18 0.5 0.7 - -
Cash at bank and in hand and cash deposits 18 100.2 B5.7 0.6 6.5
1,107.0 1,044.0 2,143.1 1183.2
Creditors: amounts faliing due within one year
Borrowings 8 (38.5) (771.0) - -
Other creditors 21 (1,365.0) (1.297.1) (124.4) {78.2)
(1,403.5) (2,068.1) (124.4) (78.2)
Net current (liabilities) assets (206.5) (1,024.1) 2,018.7 1105.0
Total assets less current liabilitios 529.8 (152.0) 4,205.1 36157
Creditors: amounts falling due after rmore than one year
Borrowings 1 (922.0) (373.3) (322.8) -
Other creditors 22 {58.1 (27.4)  (741.2) (597.0)
~ (980.1) 400.7) (1,064.0) (597.0)
Provisions for liabilities and charges
Deferred taxation 2 (5.5) (3.4) - -
Other provisions 24 (104.4) (173.1) (6.6) (10.4)
Investments: joint venture (MMV Group plc) 14
Share of gross assets - 203.3 - -
Share of gross liabilities - (363.2) - -
- {159.9) - -
(109.9) (336.4) (6.6) (10.4)
(560.2) (889.1) 83,1345 3,008.3
Capital and reserves
Called-up share capital 25 1104 110.4 1104 1104
Share premium account 25 445.8 445.8 445.8 445.8
Capital redemption resatve 26 495.8 495.8 495.8 495.8
Other reserves 2% 258.0 266.0 435.6 436.4
Profit and l0ss reserva (including goodwill previously written off) » (2,001.1) (2,338.2) 1,646.9 1519.9
Equity sharcholders’ funds (693.1) (1,030.2) 3,134.5 3,008.3
Minority interests (equity) 2 132.9 14114 - -
(560.2) (889.1) 3,134.5 30083
Eric Nicoli
Roger Faxon
Directors
19 May 2003



Statement of Total Recognised Gains and Losses
for the year ended 31 March 2003

2003 2002
fm £m fro &m
Profit (loss) for the financial year
Group 230.1 (202.0)
Joint venture (0.5) 41
Associated undertakings 0.1 (1.6)
Profit (loss) for the financial year 229.7 (199.5)
Currency translation - Group’ {13.5) 6.5)
Currency transiation ~ joint venture and associated undertakings - 0.5
Other recognised losses (13.5) {6.0)
Total recognised gains and losses relating to the year 216.2 {205.5)

" Netcumency gains of £7.601(2002: £1.5m), which refate 16 forsgn Cuirrency Borrowings 1o finance investimet overssas, and the retated tax charge of £nil (2002: £nif). hava bean included
withinthe Group curiency transistion movermant On ressrves,

Reconciliation of Movements in Shareholders’ Funds
for the year ended 31 March 2003

2003 2002
Im £m £m £
Opening shareholders' funds {1,030.2) (776.2)
Profit (loss) for the financial year 220.7 (199.5)
Dividends (equity) (82.8) 62.2)
Otherrecognised losses {13.5) (6.0
Goodwill adjustments 183.7 8.9
Share of joint venture reserves adjustment - 3.6
Shares issued - 0.2
Net increase (decrease) in shareholders’ funds for the year 337.1 (254 .0

Closing shareholders’ funds {693.1) {1,030.2)
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Consolidated Cash Flow Statement
for the year ended 31 March 2003

2003 2002
Notes £m £m
Net cash inflow from operating activities 117.2 211.9
Dividends received from associated undertakings 14 0.1 07
Returns on investments and servicing of finance
Interest received 8.3 10.3
Interest paid iy (12.8) {(68.8)
Interest element of finance lease payments (0.1) 0.2)
Dividends paid to minorities (6.5) (3.3)
Net cash outflow from retums on investments and servicing of finance {11.1) 62.0)
Tax paid (38.7) (22.3)
Capital expenditure and financial investment
Purchase of music copyrights i (7.6) {10.6)
Sale of music copyrights 1.2 -
Purchase of tangible fixed assets 13 (68.5) (39.2)
Sale of tangible fixed assets 9.3 10.1
Purchase of investrnents: own shares 15 (0.8) (1.9
Purchase of fixed asset investments 11 (10.4) -
Sale of fixed asset investments 35.6 01
Purchase of associated undertakings 14 {1.8) (3.6)
Loans repaid by associated undertakings 14 0.7 0.8
Disposal of associated undertakings 22 1.9
Net cash outflow from capital expenditure and financial investment (40.1) {42.4)
Acquisitions and disposals
Purchase of businesses net of cash acquired k)| (22.4) (22.6)
Disposal of holding in HMV Group a1 209.5 -
Deferred consideration paid {1.0} (1.4)
Disposal of subsidiary undertaking 31 (0.7) -
Net cash inflow (outflow) from acquisitions and disposals 185.4 (24.0)
Equity dividends pald (29.4) (125.3)
Net cash inflow (outflow) before management of liquid resources and financing 183.4 (63.4)
Issue of Ordinary Share capital - 0.2
Management of liquid resources 20 1.1 5.1
Financing:
New loans 20 603.5 460.3
Loans repaid 20 {157.5) (458.6)
Capital element of finance leases repaid 20 (0.9) a.1
Net cash (outflow) inflow from management of liquid resources and financing (153.8) 59
Increase (decrease) in cash 20 29.6 (57.5)
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Reconciliation of Group operating profit (loss} to net cash inflow from operating activities

2003 2002
Notes £m m
Group operating profit loss) 186.4 (101.0)
Depreciation charge 13 43.0 51.0
Amartisation charge:
Music copyrights 1 39.0 435
Goodwill 12 a.7 6.0
Fixed asset write~down - 1.1
Goodwill write-down - subsidiaries 12 12.1 293
Goodwill write-down ~ associated undertakings 14 - 8.5
Music copyrights write-down 1 6.5 -
Current asset investment write-down 2.5 -
Investments: own shares write-down 15 3.8 -
Associated undertaking write-down 14 - 7.0
Amounts provided 4 9.7 107.2
Provisions utilised:
Disposals and fundamental reorganisations 23 {1.6) (12.5)
Other 24 (83.7) (16.9)
(Increase) decrease in working capital:
Stock 2.4 286
Debtors (94.8) 63.9
Creditors (11.8) 22.2
Net cash inflow from operating activities 117.2 2119
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Accounting Policies

Basis of preparation

The consolidated financial statements are prepared under the
historical cost convention and in accordance with applicable
accounting standards. The results for the years ended 31
March 2003 and 31 March 2002 represent continuing
operations except the joint venture (HMV Group plc).

Basis of consolidation

The consolidated financial statements comprise the
accounts of the Company and its subsidiaries. The results

of all subsidiaries are taken from their accounts made up to
31 March, The resuits of subsidiaries, joint ventures and
associated undertakings disposed of or acquired during the
year are included up to, or from, the date that control passes.

Changes in financial reporting standards
Transitional arrangerents for FRS17- Retirement Benefits
continue to be adopted by the Group {see Note 30).

Foreign currencies

Transactions denominated in foreign currencies are recorded
at the rates of exchange ruling at the date of the transaction.
Monetary assets and liabilities denominated in foreign
currencies are retranslated into sterling either at year-end rates
of, where there are related forward foreign exchange contracts,
at contract rates. The resulting exchange differences are dealt
with in the determination of profit for the financial year.

On consalidation, average exchange rates have been used to
translate the results of overseas subsidiaries, joint ventures and
associated undertakings. The assets and liabilities of overseas
subsidiaries and associated undertakings are translated into
sterling at year-end rates.

Exchange differences arising from the retranstation

at year-end exchange rates of;

i) the opening netinvestment in overseas subsidiaries, joint
ventures and associated undertakings and foreign
currency borrowings in so far as they are matched by
those overseas investments; and

(i) the resuits of overseas subsidiaries, joint ventures
and associated undertakings,

are dealt with in Group reserves,

Tumover

Turnover represents the invoiced value or contracted
armount of goods and services supplied by the Company
and its subsidiaries. Turnover excludes value added tax
and similar sales-refated taxes.

Pension costs

Pension costs, which are determined in accordance with
SSAP24 - Accounting for pension costs, are charged to the
profit and loss account so as to spread the cost of pensions
over the working lives of the employees within the Group.
Valuation surpluses or deficits are amortised over the expected
remaining working life within the Group of the relevant
amployees (estimated to be eight years in respect of the UK}
The amortisation of valuation surpluses is restricted to an
amount aqual to the regular pension cost. Accordingly,
amployer expense in respect of the main scheme, which
covers employees inthe UK, has been taken as Enil for
each of the two years ended 31 March 2003 for reasons of
conservatism,

Joint ventures and associated undertakings

Whera the Group has an invesiment in an entity which is
sufficient to give the Group a participating interest, and over
which it is in a position to exercise significant influence, the
entity is treated as an associated undertaking and is accounted
for using the equity method. Entities in which the Group holds
an interest on a long-term basis and which are jointly controiled
by the Group and one or mare other parties under a
contractual arrangement, are treated as joint ventures and

are accounted for using the gross equity methad.,

The resuits of joint ventures and associated undertakings

are taken from their accounts made up to 31 March or such
earlier date (ot priorto 31 December) which represents their
financial period end, as adjusted for material iterns that have
occurred inthe intervening period.

Goodwill and other intangibles

Goodwill and catalogue intangibles arising on acquisitions
made after 31 March 1998 are capitalised and amortised over
their expected uselul life, principally restricted to 20 years,

in accordance with FRS10 - Goodwill and intangible assets.
They are reviewed for impairment at the end of the first full
financial year following acquisition and in other periods if
eveants or changes in circumstances indicate that the carrying
value may not be recoverable,

Goodwill ariging on acquisitions made before 31 March 1998
has been charged directly against shareholders' funds in the
year of acquisition and is included within the profit and loss
reserve, yet separately identitied within the reserves note,

This goodwill will remain in reserves until, on the disposal or
closure of any business, the profit and loss account includes

a charge in respect of the goodwill previously written off
against shareholdlers' funds on the acquisition of the business.



Music copyrights

Music copyrights purchased prior to 1 April 1989 were
written off against shareholders’ funds on acquisition.
Copyrights acquired as a result of acquisitions on or after

1 April 1989 are capitalised s intangible assets in the Group
balance sheet, and are amortised by equal annual amounts
over not more than 20 years, other than in exceptional
circumstances when sufficlent ongoing impairment tests can
be performed to support a useful economic life of aver 20
years, Where a useful economic life of up to 20 years has been
adopted, copyrights are reviewed for impainment at the end
of the first full financial year following acquisition and in other
periods if events or changes in circumstances indicate that
the carrying value may not be recoverable.

Advances to artists

Advances to artists and repertoire owners are assessed and
the value of the unrecouped portion to be included in debtors
is determined by the prospects of future recoupment, based
on past sales performance, current popularity and

projected sales.

Leased assets

Assets held under finance leases are included as tangible fixed

assets at their estimated purchase cost and depreciated over
their expected useful lives, or aver the primary lease period,
whichever is shorter, The obligations relating to finance leases
{net of finance charges allocated to future periods)are included
under borrowings due within or after one year, as appropriate,
Operating lease rentals are charged to the profit and loss
account on a straight-line basis over the lease term.

Depreciation of tangible fixed assets
Depreciation of tangible fixed assets is calculated on cost at
rates estimated to write off the cost, less the estimated residual

value of the relevant assets, by equal annual amounts over their

expected useful lives; effect is given, where necessary, to
commercial and technical obsolescence.

The annual rates used ara:
Freehold buildings and long-term

leasehold property 2%
Short-term leasehold property Period of lease
Plant, equipment and vehicles 10-33%%

The carrying values of tangible fixed assets are reviewed for
impairment in periods if events or changes in circumstances
indicate the carrying value may not be recoverable,

Stocks

Stocks and work in progress are stated at the lower of cost and

net realisable value, less progress payments on uncompleted
contracts and provisions for expected losses. Cost includes
manufacturing overheads where appropriate.

Taxation

The Company has undertaken to discharge the liability
to corporation tax of the majority of its wholly owned UK
subsidiaries. Their UK tax liabilities are therefore dealt
with in the accounts of the Company.

Deferred tax is recognised in respect of all timing differences
that have originated but not reversed at the balance sheet date,
where transactions or events have occurred at that date that
will result in an obligation to pay more tax, orright to pay less,
ortoreceive more, tax, with the following exceptions:

- Provision is made for tax on gains arising from the

revaluation @nd sirmilar fair value adjustments)of fixed

assets, or gains on disposal of fixed assets, only to the extent
that, at the balance sheet date, there is a binding agreement
to dispose of the assets concermed. However, no provision

is made where, on the basis of all available evidence at the

balance sheet date, it is more likely than not that the taxable
gain will be rolled over into replacement assets,

Provision is made for gains which have been rolled over into

replacement assets only to the extent that, at the balance

sheet date, there is a commitment to dispose of the
replacement assets,

- Provision is made for deferred tax that would arise on
remittance of the retained eamings of overseas subsidiaries,
associates and joint ventures only to the extent that, at the
balance sheet date, dividends have been accrued as
receivable.

- Deferred tax assets are recognised only to the extent
that the Directors consider that it is more fikely than
not that there will be suitable taxable profits from which
the underlying timing differences can be deducted.

Deferred tax is measured on an undiscounted basis at the tax
rates that are expected to apply in the periods in which timing
differences reverse, based on tax rates and laws enacted or
substantively snacted at the balance sheet date.

Financial instruments

Any premium or discount associated with the purchase

of interest rate instruments is amortised over the life

of the transaction. Interest receipts and payments are accrued
to match the net income or cost with the related finance
expense. No amounts are recognised in respect of future
periods. ’

If aswap is unwound early, the gain or loss is spread over the
remaining life of the original instrument.

New media holdings

Holdings in new media companiesthat ariseas a
consequence of licensing, distribution and other similar deals
with such cormpanies, are carried at cost less provision for
diminution in value, The carrying value at 31 March 2003 was
£8.4m (2002: £5.6m). Income from these holdings, net of
costs, is only recognised when received as cash and is treated
as other operating income. The costs relating to these
investments are held within debtors until they are recognised
with the related income,
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Notes to the Financial Statements

forthe year ended 31 March 2003

1.Segmental analyses
2003 2002
Avarage Oparating Average
Turnower assats  employoos assels BTEHOY RS
£m No, cm Na
By class of husiness:
Recorded Music 1,774.2 180.6 7,439 444 8,644
Music Publishing 401.2 409.2 649 453.9 626
HMV Group plc - discontinued n/a - n/a (162.9) n/a
Group’ 2,175.4 589.8 8,088 3354 | 9,270
Operating exceptional items
and amortisation®
Group operating profitloss)) @ 186
By origin:
United Kingdom 330.9 76.8 1,162 (113.1) 1423
Rest of Europe 660.5 6.5 2,510 (13.1) 2,765
Latin America 51.0 7.4 324 3.1 422
North America 706.1 376.9 2,573 3337 2,923
Asia Pacific 409.9 116.2 1,382 118.6 1,522
Other 17.0 6.0 137 6.2 215
Group' 2,175.4 580.8 8,088 3354 9,270
By destination:
United Kingdom 316.8
Rest of Europe 675.3
Latin America 46.3
North America 707.4
Asia Pacific 4086.7
Cther 22.9
Group’ 2,175.4

" Groupiumover and operatlig profit Joss) excludes the Group's share of amounts relating 1o the joint verture MMV Groug pic). which was discontinied on 15 May 2002, and associated

unddertakings. Amounts refating to the joint venture have been exeiuded dua to non-cotermingus period ends,

* Comprises oparating excepbonal itams of £(24 Sim (2002: £242.4)m) and amortisation of goodwilt and music copyrights of £(42.7jm (2002: £49.5)m). The split of oparating excepbonal items
and amortisation of goodwill and rusie copyrights is as follows:

By claxa of businass:

2“:0"5: By origin: zogo: 2&
Recorded Music {24.29 Unitad Kingdom {(18.3) {18.2)
Musie Publishing 43,4 Rest of Europe (2.9 (53.3
Group 316% Latin America (0.1) (222)
North Amavica {38.4) (1760
Asig Pacific (0.4) {14.0)
Othar Q. 2.2
drocs X T

The reconciliation of operating assets to net liabilities is as follows:
2003 2002
£m £m
Operating assets 589.8 335.4
Tax, dividends and net interest payable (290.2) (166.6)
Capital employed 299.6 168.8
Net borrowings 1 (859.8) (1,057.9)
Net liabilities (560.2) (889,1)
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2. Analysis of profit and loss account

2003 2002
£m fm
Cost of sales 1,376.7 17265
Cost of sales is analysed as:
—nomal 1,331.2 15927
—exceptional items and music copyright amortisation 45.5 133.8
Net operating expenses:
Distribution costs 8.7 127.5
Administration expenses 544.7 708.9
Other operating income, net {31.1) {16.1)
612.3 820.3
Net operating expenses are analysed as:
~—normal 590.2 662.2
—exceptional items and goodwill amertisation 22.1 158.1

Other operating income principally comprises the Group's share of income from joint marketing arrangements, income from
disposal of investments entered into to support distribution, manufacturing and product supply arrangements, net patent

income and income from new media investments.

3.Group operating profit loss)

2003 2002
£m fm
Operating profit (loss) is stated after charging:
Amortisation of music copyrights 30.0 435
Amoartisation of goodwill 3.7 6.0
Depreciation of tangible fixed assets 43.0 51.0
Operating lease rentals:
Property 23.6 253
Plant, equipment and vehicles . 3.4 4.7
Research and development expenditure 0.1 0.2
4.Fees to auditors
2003 2002
£m £rn
Audit fees paid to Ernst & Young 22 2.1
Audit fees paid to other firms 0.1 01
Other fees paid to Emst & Young:
UK 0.6 0.3
Non-UK 0.8 1.2
Total 3.7 37

Other fees include £0.8m{2002: £0.7m) paid to Emst & Young for tax compliance and planning services and £0.6m (2002: £0.8m) for

regulatory and other assurance,

5.Directors' and employees’ costs

2003 2002

£m £m

Wages and salaries 331.5 390.0
Social security costs 46.1 52.0
Other pension costs (see Note 30) 12.8 13.9
Total 390.4 455.9

Details of each Director's rernuneration, compensation for loss of office, pension entitlements, long-term incentive scheme

interests and share options are included in the Remuneration Report.
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Notes to the Financial Statements

continued

6.Finance charges

2003 2002
£m £m oin L
interest payable on:
Bank overdrafts and loans 61.8 55.9
Other 18.6 15.0
80.4 70.9
Interest receivable on:
Bank balances 2.3) (2.7)
Other (2.0) (7.8)
(4.3) (10.5)
Group finance charges (including associated undertakings) 76.1 60.4
Joint venture finance charges (HMV Group pic) 1.2 228
Total finance charges 77.3 83.2

In the year to 31 March 2002, other interest payable of £15.0m included a non-pericdic cost of £3.6m, being arrangement and
underwriting fees paid in respect of the new £1.3bn bank facility signed on 18 March 2002.

The Group holds various financial instruments in order to manage interest rate risk. Details of those financial instruments held at
the year end are given in Note 19(viii).

Finance charges for associated undertakings are £nil (2002: £ni).

7. Taxation
2003 2002
£m m
) Analysis of tax charge in the year
Current tax;

UK corporation tax 3.7 10.8

Advance corporation tax written back on ordinary activities - (20.6)

Double taxation relief (4.9) (6.7)

32.8 (16.5)

Withholding tax 8.5 12.1

Other foreign tax 49.4 36.4

Adjustments in respect of prior years {11.5) (4.3)

Joint venture (0.3) 7.4

Total current tax 78.9 351
Deferred tax:

Origination and reversal of timing differences 4.2 26
Others:

Associated undertakings 0.1 0.5
Tax on profit on ordinary activities 83.2 382
{iiy Factors affecting current tax charge for year
Profit (loss) on ordinary activities before tax 3193 (152.8)
Tax at weighted average rate 118.1 (59.6)
Effects of:

Expenses not deductible for tax purposes 4.1 43.4

Timing differences (3.9) 6.0)

Utilisation of tax losses and other credits (49.8) (36.3)

Origination of tax losses 6.8 85.8

Withholding tax and prior years adjustments 3.6 7.8
Current tax for the year 78.9 351

The weighted average tax rate is calculated by applying statutory tax rates to actual taxable profits and losses in the countries of
operation.

(iii) Factors that may affect future tax charges

No provision has been made for defermed tax where potentially taxable gains have been rolled over into replacement assets,
except where there is a commitment to dispose of these assets, Such gains would only become taxable if the assets were sold
without it being possible to claim roll-over relief or offset existing capital losses. The Group does not expect any such tax to
become payable in the foreseeable future,

No deferred tax has been recognised in respect of tax on gains arising from the revaluation of fixed assets, as the Groupis not
committed to the disposal of these assets. No deferred tax has been recognised in respect of the earnings of overseas
subsidiaries as no dividends have been accrued,

Deferred tax assets which have not been recognised are tax losses and credits with a value of £112.1m, depreciation in advance
of capital allowances with a value of £10.1m, and other timing differences with a value of £100.1m, as there is insufficient
certainty as to the availability of future taxable profits.



8.Dividends (equity)

2003 2002 2003 2002
Pgr share Par share £m Cin

Ordinary dividends (net):
Interim 2.00p 4.25p 15.8 335
Adjustment to 2003 and 2002 interim - - - 0.2)
Proposed final 6.00p 3.75p 47.2 29.6
Adjustment to 2002 and 2001 final - - (0.2) {0.7)
Total 8.00p 8.00p 62.8 62.2

Subject to the approval of shareholders, the final dividend of 6.00p per share will be paid on 3 October 2003 to shareholders on
the register at the close of business on 5 September 2003.

9. Exceptional items
{i} Operating excaeptional items
2003 2002
£m Sm
Release of overprovision for reorganisation costs charged in prior year 6.0 -
Restructuring and reorganisation costs:
Headcount reduction (6.0) (93.7)
Roster reduction™ - (69.4)
Impact of economic downturn in Latin America™" - (16.7)
Restructuring of satellite label activity "™ - (40.5)
Asset impairment and other” 24.9) 22.1)
Total 24.9) (242.4)

including write-downs of music copyrights (£6,5m), goodwil (£12.1m), current asset investments (€2 5m) and investments.
own shayves (£3.8m) in 2003. inchuding gocsdwill (£6.7m) and miocation and sther costs £16.4m) in 2002,
Includis £39.3m refating to the termination of the recording contract with Mariah Carey.

" Resulted in significantly increased retums aned bad delts,

" Including goodwill 1£23.6m) and associate investment (£15.5m) write-offs,

Assets have been written down to their net realisable value or to a discounted cash flow projection. Average discount rates of
10% have been applied in the impairment reviews compileted during the vear, The discount rates used are appropriate to the
assets being valued.

The attributable taxation credit relating to operating exceptional items is £nil (2002: £7.8rn).

{ii} Non-operating exceptional items

2003 2002

£m fimi

Profit on sale of holding in HMV Group ple, including goodwill of £262.5m (Note 31(ii)) 215.2 -
Loss on sale of subsidiary undertaking, including goodwill of £8.4m (Note 31(iil) (25.2) -
Net gain (provision for loss) on sale of fixed assets’ 19.7 -
Total 209.7 -

The attributable taxation charge relating to non-operating exceptional iterns is £38.4m (2002; £nil).
* Including a provision for loss on disposat of £{1.8)m and a gain on sale of Viva Media AG of £28.0m.
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Notes to the Financial Statements

continued
10.Eamings per Ordinary Share
2003 2002
Basic earnings per Ordinary Share is calculated as follows:
Earnings £229.7m £(199.5m
Weighted average number of Qrdinary Shares in issue 784.0m 782.8m
Earmnings per Ordinary Share 29.3p (25.5)p
Diluted eamings per Ordinary Share is calculated as follows:
Earnings £229.7m £(199.5)m
Adjusted weighted average number of Ordinary Shares 784.4m 783.6m
Earnings per Ordinary Share 29.3p 25.5)p
Adjusted basic earnings per Ordinary Share is calculated as follows:
Adjusted earnings £122.2m £92.1m
Weighted average number of Ordinary Shares in issue 784.0m 782.8m
Adjusted eamings per Ordinary Share 15.6p 11.8p
Adjusted diluted sarnings per Qrdinary Share is calculated as follows:
Adjusted earnings £122.2m £92.1m
Adjusted weighted average number of Ordinary Shares 784.4m 783.6m
Adjusted earnings per Ordinary Share 15.6p 11.8p

Adjusted earnings are included as they provide a better understanding of the underlying trading performance of the Group on a

normalised basis.

Reconciliation of adjusted earnings

Yaar endod 31 March 2003 Year ended 31 March 2002
£m Par share &m Per shara
Earnings/basic EPS 229.7 29.3p {(199.5) (25.5)p
Adjustments:
Operating exceptional items 24.9 3.2p 242.4 31.0p
Non-operating exceptional items (209.7) (26.8)p - -
Share of operating exceptional itermns in joint venture - - 10.3 1.3p
Share of exceptional finance charges in joint venture - - 21 0.3p
Amortisation of goodwill and music copyrights 42.8 5.5p 51.3 6.5p
Attributable taxation to non-operating exceptional items 38.4 4.9p (7.8) (1.0)p
Minority interest {remusic copyright amortisation) (3.9) {0.5)p {4.3) 0.5)p
Minority interest (re operating exceptional items) - - (5.3) 0.7)p
Minority interest (re attributable taxation) - - 29 0.4p
Adjusted earnings/adjusted EPS 122.2 15.6p 92.1 11.8p
Adjusted dilution impact n/a - n/a -
Adjusted earnings/adjusted diluted EPS 122.2 15.6p 92.1 11.8p
The adjusted weighted average number of Ordinary Shares used in the diluted sarnings per share calculations, 784.4m
(2002; 783.6m), is the weighted average number of Ordinary Shares in issue, 784.0m (2002 782.8m), plus adjustments
for dilutive share options, 0.4m (2002: 0.8m).
11.Music copyrights
Group
£m
Cost at 31 March 2002 864.0
Currency retranslation (66.6)
Acquisition of businesses 8.6
Additions 7.6
Disposals 2.9)
Reclassification 0.5
Cost at 31 March 2003 811.2
Amortisation at 31 March 2002 345.8
Currency retransiation (30.4)
Charge for year 39.0
Disposals (1.7)
Write-down of music copyrights 6.5
Reclassification 0.8
Amortisation at 31 March 2003 360.0
Net book values at 31 March 2003 451.2
31 March 2002 518.2
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12. Goodwill (capitalised)

Group
£m
Cost at 31 March 2002 387
Currency retransiation 2.2)
Acquisition of businesses 35.8
Cost at 31 March 2003 76.3
Amartisation at 31 March 2002 4.7
Currency retransiation (0.4)
Write-down of goodwil 121
Charge for year 37
Amortisation at 31 March 2003 20.1
Net book values at 31 March 2003 56.2
31 March 2002 34.0
13. Tangible fixed assets
Group
Flant,
Fraehokd Lsasehokd aquipmant
property propaty  andvehicles Total
£rm m £rm £m
Cost at 31 March 2002 . 209.1 373 3416 588.0
Currency retranslation and reclassification 1.7 (3.8) 4.5) 6.6)
Acquisition of businesses - 0.1 0.2 0.3
Disposal of businesses - - (1.1) {1.1)
Additions 55 378 25.2 68.5
Disposals {7.8) (2.8) {25.2) {35.8)
Cost at 31 March 2003 208.5 68.6 336.2 613.3
Depreciation at 31 March 2002 36.6 224 2517 3107
Currency retranslation and reclassification 2.8 2.1 (2.9 2.2)
Disposal of businesses - - 0.9 0.9)
Charge for year 4.0 4.6 34.4 43.0
Disposals 3.2 (2.6) (22.7) (28.5)
Write-down of tangible fixed assets 1.8 - - 1.8
Depreciation at 31 March 2003 42.0 22.3 259.6 323.9
Net book values at 31 March 2003 166.5 46.3 76.6 289.4
31 March 2002 1725 14.9 89.9 277.3
Freehold property includes land having a cost of £89.1m (2002: £83.4m) which is not depreciated.
Group
2003 2002
£m £
The net book vajues shown above include the following:
Long-term leasehold property 59 8.1
Short-term leasehold property 40.4 6.8
Finance lease assets 3.0 35
Assets in the course of construction 19.5 7.0
Company
E'rg;r:;‘k: Le;?:a?g .a:& ;ﬁﬁi Total
m £rm £im tm
Cost at 31 March 2002 84 4.6 15.9 28.9
Additions 0.1 12.8 0.5 134
Disposals and transfers - - 0.7) 0.7
Cost at 31 March 2003 8.5 174 15,7 41.6
Depreciation at 31 March 2002 1.7 16 12.0 15.3
Charge for year 02 0.1 1.0 13
Disposals and transfers - - {0.6) (0.6)
Depreciation at 31 March 2003 1.9 1.7 12.4 16.0
Net hook values at 31 March 2003 6.6 15.7 3.3 25.6
31 March 2002 6.7 3.0 3.9 13.6
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14.Fixed asset investments

2003 s 208 500
£m £m £Em £
Investments comprise:
Subsidiary undertakings - ~ 2,82.7 27386.7
Joint venture (HMV Group pic) - - - 96.5
Associated undertakings 6.7 7.1 0.6 06
Other fixed asset investments 15.5 22.4 0.2 0.2
22,2 295 24583.5 24840
Joint venture (HMV Group plc) - (159.9) - -
22,2 (130.4) 2453.5 24840
Listed investrnents - - - -
Unlisted investments 22.2 (130.4) 21535 24840
) 22.2 (130.4) 21453.5 24840
The market value of listed investments at 31 March 2003 was £nil (2002; Eril).
() Investments in subsidiary undertakings
Company
Costof Net book
shares Loans Provisions vahte
fm £m fm £
At 31 March 2002 2,027.0 480.2 (120.5) 2,386.7
Additions - 236 - 236
Disposals, transfers and other movements - (257.6) - (257.6)
At 31 March 2003 2,027.0 248.2 (120.5) 2,152.7
Details of significant subsidiary undertakings are set out in Note 34.
(i) Joint venture (HMV Group pic)
Group
Net aquity Goootwill Share of Net book
invegiment written off net dsgats Provisions value
£m £y £m £m £
At 31 March 2002 103.6 (262.5) (158.9) (1.0 (159.9)
Net loss {0.5) - 0.5) - {(0.5)
Disposal (103.1) 262.5 159.4 1.0 160.4
At 31 March 2003 - - - - -
* The provision of £1.0m reprasented the elimination of the Group's share of unrealised profits in HWV Group pic's stocks,
Company
Costof Net book
shares Loans Provisions value
£m £m £m m
At 31 March 2002 96.5 - - 96.5
Disposal {96.5) - - (96,5)

At 31 March 2003

The Company holds investments at cost, less provisions for diminution in value.
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14. Fixed asset investments (continued)

{1i) Joint venture (HMV Group plc) (continued)

Share of net liabilities
Group
2003 2002
£m £m
Fixed assets - 61.5
Current assets - 141.8
Total assets - 203.3
Short-term liabilities - (176.5)
Long-term liabilities - (186.7)
Total liabilities - {363.2)
Share of net liabilities - (159.9)
{iif) Associated undertakings
Group
Nat aquity Gooawilf Share of Capitalised et book
invastmant written off net assets gondwit Loans vatue
£m £ ©m £ m om
At 31 March 2002 321 43.4) (11.3) 1.7 16.7 74
Currency retransiation 1.4 - 1.4 0.3) (1.4) 0.3)
Additions’ and new loans 0.4 - 0.4 1.4 - 1.8
Net profits (losses) after tax 0.1 - 0.1 {0.1) - -
Dividends ©.1) - {0.1) - - 0.1
Disposals, provisions and loans repaid 12.9 - 12.9 - (14.7) (1.9
At 31 March 2003 46.8 43.4) 34 2.7 0.6 6.7
" Total consideration on purchase of associated undertakings comprises costs and joans totalling £0.4m (2002 £1.9m).
Company
Cost of Net book
shares Provigions vale
£m £rm £m
At 31 March 2002 0.7 (0.1) 0.6
At 31 March 2003 0.7 (0.1) 0.6
The Company holds investments at cost, less provisions for diminution in value,
(iv) Other fixed asset investments
Group Company
Cost ot Net book Cost of Net book
shares Provisions value shares Provisions valus
£m £m £m i £m £m
At 31 March 2002 28.9 6.5) 224 25 (2.3) 0.2
Currency retranslation (1.4) 0.2 (1.2) - - -
Additions 10.4 - 10.4 - - -
Disposals and reclassifications (16.1) - (16.1) - - -
At 31 March 2003 21.8 (6.3) 15.5 25 {2.3) 0.2
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15.Investments: own shares

The EMI Group General Employee Benefit Trust (EBT) was established to hedge the future obligations of the Group in respect of
shares awarded under the Senior Executive Incentive Plan (SEIP), the EMI Music Long-Term Incentive Plan and other share-
based plans. The Trustee of the EBT, EMI Group EBT (Guemnsey) Limited, purchases the Company's Ordinary Shares in the open
market with financing provided by the Company, as required, on the basis of regular reviews of the anticipated share liabilities of
the Group. The EBT has, since Decernber 1998, waived any entitiemnent to the receipt of dividends in respect of all of its holding
of the Company’s Ordinary Shares. The EBT's waiver of dividends may be revoked or varied at any time.

The cost of the shares expected to be awarded under each plan is amortised over the period from the original grant of the
particular award to the time of vesting. This is normally a period of not less than three years.

The canying value of the unallocated shares held at the balance sheet date has been written-down to £1 per share to recognise
the recent fall in the share price.

Group and Company Shares e Normina Mot oo
intrust value Cost  Amortisation value

No. [) £m m £m

At1 April 2002 5,265,995 0.7 24.3 (11.2) 13.1
Shares purchased 295,984 - 0.8 - 0.8
Awarded by the EBT (1129,295) 0.1 @.8) 48 -
Arnortisation in the year - - -~ (2.8 2.8)
Write-down of investments: own shares - - (3.8) (3.8)

At 31 March 2003 4,432,684 0.6 203 (13.0) 7.3
At 31 March 2003, the outstanding loan by the Company to the EBT to finance the purchase of Ordinary Shares was £20.5m
(2002: £24.6m). The market value at 31 March 2003 of the Ordinary Shares heldinthe EBT, which are listed in the UK, was £4.0m
(2002: £18.0m).

16.Stocks
Group Company
2003 2002 2003 2002
£m £m £m £m
Raw materials and consumables 15.2 13.8 - -
Work in progress 2.5 25 - -
Finished goods 18.7 26.7 - -
Total 36.4 43.0 - —
17.Debtors
2003 2002 2003 Gm?v"o{)'z'
£m £m tm £m
Due within one year:
Trade debtors 434.8 386.7 1.3 1.4
Amounts owed by subsidiary undertakings - -  2,136.9 1169.9
Arnounts owed by associated undertakings 0.6 03 - -
Amounts owed by joint venture (HMV Group pic) - 13.1 - -
Corporate taxation recoverable 17.3 14.1 - -
Other debtors 63.7 104.9 2.3 3.6
Prepayments and accrued income 300.3 244 6 0.5 1.2
816.7 763.7 2141.0 1,176.1
Due after more than one year;
Corporate taxation recoverable - 23 - -
Other debtors 6.0 23.9 1.5 0.6
Prepayments and accrued income 132.6 107.6 - -
138.6 133.8 1.5 0.6
Total 955.3 897.5 21425 1176.7

Other debtors due within one year includes £1.8m {2002 £1.5m) book value of listed investments with a market vaiue of £2. 5m
(2002: £5.1m).
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18.Borrowings

2003 2002 2003 2002
£m £m m £m

Long-term borrowings
US$500m 8.375% Guaranteed Notes’ 3154 350.8 - -
8.25% Sterling Bonds™ 322.8 - - -
US$155m 6.96% Senior Notes™ and US$25m 8.01% Senior Notes™ 113.9 - - -
Drawings under long-term committed tacilities 166.8 18.4 - -
Tertn loan* 3.5 4.9 - -
Finance leases 1.5 20 - -
Less: repayable within one year (1.9) (2.8) o -
Total long-term borrowings 922.0 373.3 - -

Short-term borrowings
Loans and overdrafts 35.9 767.4 - -
Finance leases 0.7 0.8 - -
Short-term element of long-term loans 1.9 28 - -
Total short-term borrowings 38.5 771.0 - =
Total borrowings 960.5 11443 - -

Liquid funds;

Investments: liguid funds (0.5) {0.7) - -
Cash at bank and in hand and cash deposits (100.2) (85.7) 0.6) (6.5)
Net borrowings 859.8 10579 0.6) (6.5)

Due August 2008, issued in August 19899
*  Due May 2008, issued in May 2002
" Due August 2009, issued in August 2002
** Due August 2012, issued in August 2002
T Pue April 2005

Long-terrn borrowings include £166.8m (2002: £18.4m) of borrowings repayabie within one year, which are drawings under
long-term committed facilities and, therefore, have been classified as such.

Under their banking arrangements, overdraft and cash balances of the Company and of certain subsidiaries are pooled or offset
and cross-guaranteed. Such pooling and offsets are reflected in the Group balance sheet as appropriate.

The Group has cash balances of £20.7m held with banks within the UK and £80.0m held with banks outside, but freely
transferabie to, the UK,

Maturity analysis of long-term borrowings

Group Compary
2003 2002 2003 2002
£m fm £m m

Amounts falling due after more than one year are repayable as follows:
Between one and two years 169.1 28 - -
Between two and five years 59.6 19.7 - -

After five years:

By instalments 39.3 - - -
Other 654.0 350.8 - -
Total 922.0 373.3 - -

The amaount of debt, any of which falls due for payment after more than five years, is £693.3m (2002: £350.8m).
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Notes to the Financial Statements

continued

19. Derivatives and other financial instruments
The Group has exciuded all short-term debtors and creditors from the following disciosures, other than currency exposures.

{i) Interest rate risk profile of the financial liabilities of the Group

At 31 March 2003 Al31 March 2002

Financial Financlal

Fioating rate Fixed rate liabiitties on Floating rate Fixed rate liahilities on

. Financiat financia which no N financial tinancial which i

Totat liabitities Habitites intorast is paid Toral liabiities liatuitties iarest is pak

Currency £m £m fm £m m £fm &m frn
Sterling 363.3 0.9 322.8 39.6 16.8 6.6 - 10.2
US doltar 461.8 14.4 4290.3 18.1 6039 5786 - 253
Yen 96.9 1.1 93.3 25 1413 46.2 92.7 2.4

Euro 76.1 76.1 - - 3201 3200 - 0.1
Swedish krona - - - - 66.6 66.6 - -
Danish krone - - - - 1.5 1.5 - -
Other 22,7 22.6 - 0.1 321 32.1 - -
Total 1,020.8 116.1 845.4 60.3 11823 10516 927 38.0

* Excluges short-tarm craditors as pammilted by FRS13.
* Represants deposits from retailers. Tha deposits are repayabia whes: trading ceases and therefors there is no lixed term to maturity.

At 31 March 2003 AT March 2002
Financis Financial
tiabilities on liabilities on
whichno which no
Fined rate financlal lisbilities __intarext is paid Fixed rate financial liabiities interestis paid
Waighted Waighted
Waighted average period Walghted Weighted  average pericd Weightad
average forwhichrate average period average  forwhichrate  average perind
irrtirast rate infixed until maturity intarest rate s fixad until maturity
Currency % Yaars Yoars % Years Yoars
Sterling 9.7 5.2 24 - - 2.2
US dollar 8.4 58 4.9 - - 6.1
Yen , 0.3 1.0 n/a’ 0.4 20 n/a
Euro - - - - - 1.5

" Represemts deposits from retailers, The deposits are rapayable when trading ceases and therefons there is ro fixed term to maturity.

Floating rate financial liabilities comprise bank borrowings. All floating rate financial liabilities bear interest at rates fixed in
advance by reference to the applicable bank reference rate in the relevant country for periods ranging from overnight to six months.

The figures shown in the tables above take into account various interest rate and currency swaps used to manage interest rate

risk and the currency profile of financial liabilities. Further protection from interest rate movernents is provided by interest rate
caps and collars. See Note 19 {viii) for further details of interest rate collars and swaps held as at 31 March 2003,

{ii) Interest rate risk profile of the financial assets of the Group

At 3 March 2003 A3 March 2002

Financisl Financial

Floating rate Fized rate aseels on Floating rate Fixed rate Assets an

R financial financist whichno financial financial which no

Total e assets  intmrustisasmad? Tatal” assats assets  infersst is earnec¥

Currency £m £m £m £m £m £m £m £
Steriing 91,0 20.1 - 70.9 56.8 1.0 - 45.8
US dollar 75.3 12.5 - 62.8 80.9 6.8 - 74.1
Yen 41.4 21.0 - 20.4 39.2 21.2 - 18.0
Euro 20.0 18.9 - 1.1 34.2 24.7 - 9.5
Swadish krona <2 | 2.3 - 0.8 25 - - 25
Danish krone 0.8 0.6 - 0.2 1.1 1.1 - -
Other 25.8 253 - 0.5 32.0 21,6 - 10.4
Total 2574 100.7 - 156.7 2467 86.4 - 160.3

" Exchucdes short-term debiors as permitted by FRS13.
* Financial assets on which no interest is earned represent inainly acvances to antists and invastiments for which no maaningful average fixed period to maturity can be calculated.

Floating rate financial assets comprise cash at bank and deposits. All floating rate financial assets eam interest at rates fixed in
advance by reference to the applicable bank reference rate in the relevant country for periods ranging from overnight to six months.
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19.Devrivatives and other financial instruments (continued)

(if} Currency exposures

As explained on page 28 in the Financial Review, the Group's objective in managing currency exposures arising from its net
investments overseas (its structural currency exposures) is to maintain appropnate levels of borrowings by cumency to hedge
partially against currency depreciation. Gains and losses arising from these structurat currency exposures are recognised in the
statement of total recognised gains and losses.

The table below shows the Group’s currency exposures, being those trading assets and liabilities (o non-structural exposures)
that give rise to the net currency gains and losses recognised in the profit and loss account. Such exposures comprise the
monetary assets and monetary liabilities of the Group that are not denominated in the operating (or functional) currency of the
operating unit involved, other than certain non-sterling borrowings treated as hedges of net investments in overseas operations.
These exposures were as follows:

At 31 March 2003 .
Net foraign currency monetary assets (Habilities]
Steding US doflar Yep Euro Other
Fi currency of Graup operation £m £m £m £m £m
Steriing v/a (3.6) 2.3 148 6.3
US dollar (1.6 na - 0.9 0.9
Yen 0.6) 0.2) n/a - 0.2
Euro 6.3 1.1) - wa 11
Other 3.8) 0.4 @1 0.1 0.4
Total 0.3 (4.5) {1.8) 13.8 7.1
At 31 March 2002
Net forsign currency monetary assets (habilities)
Sterling US doilar Yon Etre Other
Functional currenty ot Group operation £m £m im £m m
Sterling n/a 8.6 4.8 229 18.2
US dollar 4.9 n/a a1 0.1 2.8)
Yen 0.3) o1 n/a - 0.2
Euro 1.8 (1.1) 0.1 n/a 1.6
Other 2.8 26 - 0.3) 0.9
Total 3.6 10.0 5.0 22,7 18.1

{iv) Maturity of financial liabilities

The maturity profile of the Group's financial liabilities, other than short-term creditors such as trade creditors and accruals, was
as follows:

2003 2002

£m £m

In one year or less, or on demand 38.5 771.0
In more than one year but not more than two vears 193.4 9.6
In more than two years but not more than five years 27.3 40.4
In more than five years 761.6 361.3

Total 1,020.8 11823
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Notes to the Financial Statements

continued

19.Derivatives and other financial instruments (continued)
{v) Undrawn facilities

The Group has various borrowing facilities available to it. The undrawn commitied facilities available at 31 March in respect of
which all conditions precedent had been met at that date were as follows:

2003 2002

£m Cm

Expiring in one year or less 38.2 491.9
Expiring in more than one year but not more than two years 441.7 21.6
Expiring in more than two years - -
Total 485.9 513.5

On 18 March 2002 the Group signed a new bank facility, This £1.3bn multi-currency revolving credit facility was drawn for the
first time in April 2002 and was used to repay most of the Group's existing bank facilities. The new facility comprised an £800m
three-year revolving credit and a £500m short-term bridging arrangement, part of which was itself refinanced during the year by
the various debt issues and asset disposals.

(vi) Falr values of financial assets (liahilitios)

2003 2002
Book value Feirvalue”  Bookvalue Fair vale”
£m £m £m £m

Primary financial instruments held or issued to

finance the Group’s operations:
Short-term borrowings and current portion of long-term borrowings (38.5) (385 (771.0) (771.0)
Long-term borrowings (922.0) (846.5) (373.3) (369.9)
Liquid funds 100.7  100.7 86.4 864
Other financial liabilities (60.3) (60.3) (38.5) (38.5)

Derivative financial instruments held to manage
the interest rate and currency profila:

Interest rate swaps n/a {0.2) va 205

Interest rate caps and collars - (6.5) - (6.8)

Currency swaps and forward fareign cunrency contracts n/a - n/a -
Financial assets:

Financial assets - listed investments 1.8 2.5 15 5.1

Financial assets - other 154.9 154.9 158.8 158.8

" Market rates have been used to datermina fair values,

Long-term borrowings include a US$ Guaranteed Notes issue (book value £315.4m) with a fair value of £275.3m, a Sterling Bond
issue (book value £322.8m) with a fair value of £288.4rm and a US$ Private Placement (book value of £113.9m) with a fair value of
£112.9m. The majority of other borrowings and liquid funds are short-term in nature and book values approximate to fair values.
The market value of listed investments is given abave, For all ather financial assets and liabilities, book values approximate to fair
values, During the yearaloss of £{0.2)m was made on the sale of current asset investments (2002 profit of £3.3m).

(vii) Hedges
As explained in the Financial Review on page 25, the Group's policy is to hedge interest rate risk, using interast rate swaps, caps
and collars. Unrecognised gains and losses on instruments used for hedging, and the movements therein, are as follows:

Total net

Gains Losses  gains (osses)

£m £m £m

Unrecognised gains and losses on hedges at 1 April 2002 03 {(7.6) 7.3)

Gains and losses arising in previous years that were recognised in 2003 - 1.2) (1.2)

Gains and losses ansing before 1 April 2002 that were not recognised in 2003 0.3 6.4) 6.1)

Gains and losses arising in 2003 that were not recognised in 2003 0.3 0.3) {0.6)

Unrecognised gains and losses on hedges at 31 March 2003 - 6.7) 6.7)
Of which:

Gains and losses expected to be recognised in 2004 - 6.5) 6.5)

Gains and losses expected to be recognised in 2005 or later - {0.2) {0.2)

- 6.7 6.7
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19. Derivatives and other financial instruments (continued)

{viil) Financial instruments

Interest rate agreements

To rnanage interest rate risk, the Group has entered into certain interest rate coltar and swap agreements which, asat 31 March2003,
were as follows:

Notional Termination
principat date

Interest rate coliars:
US dollar $400m Aprit 2003 to February 2004
Euro €90m Aprii 2003
National Termination Fixed
prircipat date rate

Interest rate swaps:
Yan - pay fixed rate and receive floating rate ¥17.5bn April 2004 0.29%

Swap unwind: In February 2003, following a routine review of derivative positions in the prevailing market conditions, the
Group unwound a US$500m interest rate swap position, The swap effectively switched the 8.375% fixed coupon on the US$
Guaranteed Notes issued in August 1998 to a floating rate of interest. The Group received a cash payment of US$86.2m (£55.6m)
on the unwind, representing the present value of the expected cash savings from the swap as determined by the expected
differential between US short- and long-term interest rates, discounted at the prevailing market rate. At 31 March 2002 this swap
position had a fair value of £21.0m. The cash payment is reported on the interast paid line of the Consolidated Cash Flow
Statermnent. The gain from the unwind will be amortised over the remaining life of the Notes, thus locking in the future interest cost
benefit 10 be obtained from the swap.The swap unwind reduces the Group's overall interest rate risk.

Exchange rate agreements
To manage exchange rate risk on intra~group funding, the Group has entered into certain currency swaps and forward foreign
currency contracts which as at 31 March 2003 were as follows:

Gross notional

amount Value

purchased date

Austratian dollar $6.5m April 2003
Canadian dofiar $10.0m April 2003

20. Cash,liquid regsources and financing

The following definitions have been used:

Cash: Cash in hand and deposits repayable on demand if available within 24 hours without penalty, including overcirafts.
Liquid resources: Investments and deposits, other than those included as cash, which are readily convertible into known
amounts of cash.

Financing: Borrowings, less overdrafts which have been treated as cash.

Analysis of movement in the Group's net borrowings in the year ended 31 March 2003

At Acquisitions/ Exchange At

1 Apdil 2002 Cash flow dispogals movement 31 March 2003

rm £m £m £m £m

Cash at bank and in hand 84.4 13.8 - 1.7 99.9
Qverdrafis (40.7) 15.8 - {0.1) {25.0)
Cash 437 29,6 - 1.6 74.9
Debit due after more than one year (371.3)  (558.4) - 92  (920.5)
Debt due within one year (729.5) 7124 4.3) 8.6 {12.8)
Finance leases (2.8) 0.9 - 0.3) (2.2)
Financing (1103.6) 154.9 4.3) 175  (935.5)
Investments: liquid funds 0.7 0.2) - - 0.5
Cash deposits 1.3 {0.9) - 0.1) 0.3
Liquid resources 20 (1.1 - .1) 0.8
Total (10579) 183.4 4.3) 190 (859.8)

Cash flow on financing of £154.9m is split between new loans of £(603.5)m, loans repaid of £757.5m and the capital element of
finance leases repaid of £0.9m.
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Notes to the Financial Statements

continued

20. Cash, liquid resources and financing (continued)

Analysis of movement in the Group’s net borrowings in the year ended 31 March 2002

1 Al ?OOA‘It Cash flow Ac(ﬁmﬁ nme‘c'm 31 March 2()(})\2‘

Cm £m £m £m £m

Cash at bank and in hand 130.4 43.4) - (2.6 84.4
Overdrafts (25.6) (14.1) (1.0) - 40.7
Cash 104.8 (57.5) (1.0) {2.6) 43.7
Debt due after more than one year (464.9) 93.3 - 0.3 (371.3)
Debt due within one year (636.0) (95.0) - 1.5 (729.5)
Finance leases (3.9 1.1 - - (2.8)
Financing (1,104.8) {0.6) - 1.8 (1103.6)
Investments; liquid funds 0.7 - - - 0.7
Cash deposits 6.5 (5.1) - 0.1} 1.3
Liquid resources 7.2 6.1y - 01) 2.0
Total (992.8) 63.2) {1.0) {0.9) (1,057.9)

Cash flow on financing of £{0.8)m is split between new loans of £(460.3)m, loans repaid of £458.6m and the capital element of

finance leases repaid of £1.1m.

The Group's net horrowings at 31 March 2003 comprised:

Ligraicd

resources and Met
Cash tinancing borowings
£m £m £m
Investments: liquid funds - 0.5 05
Cash at bank and in hand and cash deposits 99.9 03 100.2
Borrowings due within one year (25.0) (13.5) (38.5)
Borrowings due after more than one year - (922.0) ©922.0)
At 31 March 2003 74.9 (934.7) (859.8)
At 31 March 2002 437 (1,101.6) (1,057.9)
21.0Other creditors: amounts falling due within one year
Group Company
2003 2002 2003 2002
£m £m £m &m
Trade creditors 186.7 181.2 4.0 1.7
Royalties and fees payable 665.1 678.5 - -
Amounts owed to subsidiary undertakings - - 4.4 4.1
Armounts owed to associated undertakings 0.6 1.7 0.6 0.6
Amounts awed 10 joint venture (HMV Group pic) - 0.1 - -
Corporate taxation 176.5 160.2 24.5 23.2
Deferred consideration payable 10.9 20 - -
Other taxes including VAT and social security costs 13.56 16.5 0.7 02
Dividends payable 63.0 29.6 63.0 29.6
Other creditors 76.6 87.8 18.9 1.0
Accruals and deferred income 1721 139.5 8.3 17.8
Total 1,365.0 12971 124.4 78.2
" Deferad consideration payable inchudes £10.5m which s not conditional ugon the satisfaction of future perfarmance critena,
22. Other creditors: amounts falling due after more than one year
Qroup Company
2003 2002 2003 2002
£m £ £m £m
Amounts owed to subsidiary undertakings - - 741.2 597.0
Deferred consideration payabler 39.6 10.3 - -
Accruals and deferred income 18.5 17.1 - -
Total 58.1 27.4 7412 597.0

* Daterred consideration payable includes £24.8m which s not condifional upon the satisfaction of huture performance critena.
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23. Deferred taxation

Company

£m tm
At 31 March 2002 (13.7) -
Provided in year 4.2 -
Acquisitions, disposals and transfers 0.4 -
At 31 March 2003 (9.1) -
The liabilities (assets) for deferred tax provided were as follows:
Group Compiny
2003 2002 2003 2002
£m £ £m frmi
Capital aliowances in advance of depreciation 5.0 4.2 - -
Qther timing differences 0.5 {0.8) - -
Total liabilities 5.5 34 - -
Depreciation in advance of capital allowances (2.0) 3.3) - -
Other timing differences {12.6) (13.8) - -
Total assets (14.6) (17.1) - =
Net asset {9.1) (13.7) - -
Those categories for which no deferred tax is provided are outlined in Accounting Policies on page 65.
24. Other provisions for liabilities and charges
Group
Dispersal and Asquisition
funcamental anel ;
Tn:«d:“nﬂ;?| F'emstocf\‘: mmgamsa(;:org lnmgrnﬂém Tc.étg‘l
At 31 March 2002 1211 326 40 154 1731
Currency retranslation 2.3 39 - (1.5) 0.1
Provisions utilised (74.9) 8.0) {1.6) 0.8 (85.3)
Charged against:
Operating profit 4.8 49 - - 9.7
Non-operating exceptional items - - 5.0 - 50
Disposal of businesses 0.2) - - - 0.2)
Reclassification 2.0 - - - 20
At 31 March 2003 50.5 33.4 7.4 13.1 104.4

The pension provisions arise in overseas companies in respect of state schemes and employees covered by the Group's unfunded

schemes.

Trading provisions include royalty audit and other trading provisions charged through operating profit before exceptional items,
and restructuring and recrganisation provisions charged through operating exceptional items.

Company

Disposal and Acquigition

fupdamental and
Traching Pensions  reorganisation integratinn Total
£m £m £m £in £m
At 31 March 2002 6.4 - 4, - 104
Provisions utilised 32) - (1.6) - {4.8)
Charged against operating profit 1.0 - - - 10
At 31 March 2003 4.2 - 2.4 - 6.6

fit



Notes to the Financial Statements

continued

25, Share capital and share premium account

Group and Company
Authorised Adlotted, calied-up & fully paid
2003 2002 2002
£m £m £m £m
Ordinary Shares of 14p each 158.8 158.8 1104 1104
B Shares of 114.5p each 479.8 479.8 - -
Deferred shares of 0.0005p each 17.5 17.5 - -
656.1 656.1 110.4 1104
{i) Ordinary Shares in issue
Norninal
Numbar vk Premium
£rn m
At 31 March 2002 788,597,933 110.4 445.8
Shares issued during the year on the exercise of options:
Executive Schemes - - -
Savings-Related Scheme - - -
At 31 March 2003 788,597,933 110.4 445.8
(ii) Share options

Options to subscribe for the Company’s Ordinary Shares were outstanding as follows (adjusted for the 1992 rights issue, the

1996 demerger and the 1997 share capital reorganisation, where appropriate):

Subscription Options )

Savings-Related

Executive Share Share Option Schema
OptionSchemes 1984 Scharne

At 31 March 2002 14,923,843 1,441,990
Granted A,077740 1,275,631
Exercised - -
Lapsed (2,539,441} (1188,477)
At 31 March 2003 33,462,142° 1529,144
Option price per 14p share (range) 14p-747p 221p-466p
Final exercise date’ February 2013 Fabruary 2008
# Qtwhich, options over 386,559 shanes ware granted under the 1984 Executive Share Option Scheme.
Shara options for the transfer of the Company’s Ordinary Shares were outstanding as follows:
Transfer Options

Exgcutive Shave

Option Schemes
At 31 March 2002 19,437,555
Granted 553,000
Exercised -
Lapsed -
At 31 March 2003 19,980,555
Option price per 14p share {range) 243.3p~700p
Final exercise date’ June 2012

" Options granted under the 1984 Executive Share Option Scheme ara normially exercisabie no earkier than three years and no later than ten years following the date of grant, as are tptions
granted under the 1985 Executive Shan: Option Scherme (which are, howavar, subject to the achieverment of performance requirements that must be met before theoptions nonmally become
sxerciaable).Options granted under the 1994 Savings - Relatad Shate Option Scheme ace normally exercisabie for a six-rnonth penod following sompletion of savings to either a three-yesar o &

five- yeaw savings contract.
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25, Share capital and share premium account (continued)

{iii) Share premium account )
The principal elements that make up the Company’s share premium account arose as follows:

Group and Company

Yiaars arising Cim
Conversions to QOrdinary Shares of 7% Convertible Redeemable Second 1989/90
Cumulative Preference Shares 1992/99 of £1 each and1990/91 56.7
A placing of Ordinary Shares linked to the offer for Thames Television 1990/91 78.0
Issue of Ordinary Shares on exercise of subscription rights of warrants originally attached
to 7% % bonds due 1992; and 1991/92 67.1
the transfer from other reserves in respect of amounts paid for the warrants exercised 1991/92 10.2
Issue of Ordinary Shares on conversion of Convertible Unsecured Loan
Stock to fund the acquisition of Virgin Music Group 1992/93 508.4
Issue of Ordinary Shares on conversion of 5%% Guaranteed Redeemable
Preference Shares 2004 of THORN EMI Capital NV 1993/94 126.0
Share capital reorganisation (including issue of Redeemable Preference B Shares) 1997/98 {501.2)
Other issues of Ordinary Shares 100.6
Balance at 31 March 2003 445.8
26. Roserves
Group Company
Capital Capital
edamption Cnher Profit and redemption Other Profit and
resaerve 1e5erves loss reserve resarve IeServes 45 reserve
fm £m tm £ £m £m
At 31 March 2002 495.8 2560 (2,338.2) 495.8 4364 15199
Currency translation - - (13.5) - - 04
Goeodwill adjustments:
Subsidiary undertakings - - 8.4 - - -
Profit attributable to members of the
Holding Company - - 229.7 - - 188.6
Equity dividend - - {62.8) - - (62.8)
Share of joint venture reserves adjustment - - 175.3 - - -
Transfer of realised resarves - - - - 0.9) 0.8
At 31 March 2003 495.8  256.0 (2,001.1) 4958 4356 1,646.9

Group reserves include £(10.3)m (2002: £(3.3)m) in respect of its share of post-acquisition retained losses of the joint venture

and associated undertakings.

Other reserves of the Company refate to a special reserve which reflects the share premium account reduction of July 1988

and unrealised profits on disposal of investments,

In accordance with the exemption permitted by $230(3) of the Companies Act 1985, the profit and loss account of the
Company is not separately presented. The profit attributable to shareholders, dealt with in the accounts of the Company,

is £189.2m (2002: £117.6m).

The Group profit and loss reserve includes £1,265.3m (2002; £1,449.0m) in respect of goodwill previously written off,

27. Minority interests (equity)
Group
2003 2002
m m
Toshiba-EMI Ltd (Japan) 69.3 69.2
Jobete Music Co., Inc. (USA) 59.1 86.2
Other 4.5 57
Total 132.9 1411
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Notes to the Financial Statements

continued
28. Financial commitmants
Group
2003 2002
£m £m
Capital expenditure: Contracted 1.4 25.6

The Group has committments, which are largely performance-related, to pay advances to artists and repertoire owners
amounting to £460.9m at 31 March 2003 (2002: £418.8m). The future financial commitment regarding the acquisition
of shares in Jobete Music Co., Inc. and Stone Diamond Music Corporation is detailed in Note 33.

Annual commitments under operating leases at 31 March were as follows:

2003 O 2000 Comatoy
£m om £m £
Land and buildings:

Expiring in the first year 4.9 8.3 01 -
Expiring in the second to fifth years inclusive 7.1 59 - 0.3
Expiring after the fifth year 13.7 13.6 3.2 34
Total 25.7 27.8 3.3 37

Plant, equipment and vehicles:
Expiring in the first vear 0.9 1.4 - -
Expiring in the second to fifth years inclusive 2.7 32 0.1 0.2
Expiring after the fifth year 0.1 0.1 - -
Total 3.7 4.7 0.1 0.2

29. Contingent liabilities
The Directors are notaware of any significant legal or arbitration proceedings pending or threatened against any member of the
Group which may have any liability materially in excess of provisions in the financial statements.

Guarantees and other contingent liabilities, other than those relating to HMV and HMV Gréup pic, total £21.5m (2002; £22.3m)
for the Group, of which £7.1m (2002: £7.2m) relate to certain contracts entered into by former Group companies. There are
several guarantees and other contingent liabilities in respect of HMV and HMV Group pic (see Note 32 (i) for details).



30.Pension arrangements

The Group operates a number of pension schemes throughout the world. The main scheme, which covers employees in

the UK, is the EMI Group Pension Fund {the UK Fund). The UK Fund is of the defined benefit type and is open to all permanent
employees over the age of 18 employed by the Company and certain subsidiaries in the UK. Benefits provided by the UK
Fund are based on final pensionable pay. Pensions payable from the UK Fund are guaranteed to increase by 5% per annum
or, if a lower rate, by the increase in the cost of living. Members contribute to the UK Fund at the rate of 4% of pensionable pay.

Aside fromthe UK, the Group has significant defined benefit schemes in Germany (one scherme) and Japan (three schemes).
With the exception of these schemes, the other defined benefit schemes operated on behalf of the Group are not material. The
currently agreed rates of contribution by the Group are nil for all significant defined benefit schemes,

Staff engaged in other countries are covered by local arrangements which, in the case of the Group schemes, are of the defined
contribution type, The assets of the Group's pension schemes are held mainly in separate trustee-administered funds.

Employer contributions of £12,7m (2002: £13.8m) were charged to the profit and loss account in the year. These contributions
primarily related to overseas schemes and were determined in accordance with local practice. Other post-retirement benefit
expenses of £0.1m (2002: £0.1m) were also charged to the profit and loss account,

Provision is made in the finaricial statements for the benefits accruing to members of unfunded pension schemes in accordance
with the advice of independent actuaries.

A triennial actuarial valuation of the UK Fund as at 31 March 2003 is currently in progress. The results of this valuation are
expected to be available in the second quarter in the 2003/04 financial year, at which time the Group, together with the Pension
Fund Trustees, will determine the future funding strategy.

The latest available actuarial valuation of the UK Fund was made by a qualified actuary as at 31 March 2000 using the projected
unit method. At that date the market value of the assets of the UK Fund was taken to be £1,079m, The market value of the assets
was sufficient to cover 117% of the value of the benefits that had accrued to the members, after allowing for assumed increases
in eamings, on the actuarial assumptions used, treating the UK Fund as an ongoing entity. Part of the excess assets disclosed
by the 2000 valuation has been used to finance a special increase of 3% to pensions in payment and part has been allocated
tov;/‘ar%sk aFredgction of employer contributions below the long-term rate, with the balance being carried forward as a reserve
inthe und.

Employer expense in respect of the Fund has been calculated in accordance with S85AP24. On the basis of actuarial advice,
itis calcuiated that the employer expense would represent a credit to the profit and loss account on full application of SSAP24
principles, However, for reasons of conservatism, such expense has been taken as £nif for the two years ended 31 March 2003,
The long-term financial assumptions used to calculate employer expense under SSAP24 are shown below:

Growth relative 10 investment return
%o pEr annum

Rate of investment return 56
Rate of pay increases 5
Rate of pension increases 3
Rate of price inflation . 3
These rates included allowance for the effects of the tax credit changes introduced by the Finance (No. 2) Act 1997,
The most recent full actuarial valuations of the other two significant defined benefit schemes were carried out as follows:
Garmany on 1 April 2003 and Japan on 31 October 2000,
The additional disclosures required by FRS17 are set out below.
The most recent full actuarial valuations have been updated to 31 March 2003 by qualified independent actuaries.

Kinlég?rﬂ Germary Japan

% i) %

Major assumptions
Rate of general increase in salaries 4.25 35 2450
Rate of increase to pensions in payment 2.25 2.0 Nil
Rate of increase to deferred pensions 2.25 20 Nil
Discount rate for scheme liabilities 55 5.0 1.25
Inflation 2.25 2.0 Nil
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Notes to the Financial Statements

continued

30. Pension arrangements (continued)

On full compliance with FRS17, on the basis of the above assumptions, the amounts that would have been charged or credited
to the consolidated profit and loss account and consolidated statement of total recognised gains and losses for the year ended
31 March 2003 are set out below:

Ki b e Ji
g e
Qpoerating profit
Current service cost 11.0 0.3 2.2
Past service cost - - -
Gain on curtailiment - (2.2) (2.2
Total charge (credit) to operating profit 11.0 (1.9) -
Finance income
Expected return on scheme assets 61.0) - (1.2
“ Interest on scheme liabilities 45,0 1.4 1.4
Net (credit) charge to finance income (16.0) 14 0.2
Total (credit} charge to profit and loss account before taxation (5.0) (0.5} 0.2
Consolidated statement of total recognised gains and losses
Actual return less expected return on scheme assets 196.0 (0.5) 0.6
Experience gaing and losses arising on the scheme liabilities (12.0) 0.2 {0.5)
Changes in assumptions underlying the present value of the scheme fiabilities 5.0 3.3 6.2
Actuarial loss recognisable in consolidated statement of 189.0 3.0 6.3
total recognised gains and lo
Unitad
Kingdom Gierrnany Japan
% o Y
Further disclosures
Difference between the expected and actual retum on scheme assets (28.1) 47.6 0-(1.3)
exprassed as a percentage of the scheme assets
Experience gains and {losses) on scheme liabilities expressed as a percentage of 1.5 (0.7) 15.5~(5.6)
the present value of the scheme liabilities
Total actuarial loss recognised in the consolidated statement of total recognised (23.3) (10.5) (8.3)-(11.4)
gains and losses, expressed as a percentage of the present value of the scheme liabilities
The market values of the assets of the significant defined benefit schemes at 31 March 2003 were as follows:
nftec
Ktngdoﬂm C:ermainrz .lapea"r:
Market value of assets*
Equities ’ 432.0 - -
Bonds 252.0 - -
Other 13.0 1.0 44,5
Total market value of assets 697.0 1.0 44.5
Present value of schermne liabilities (813.0) (31.1) 69.0)
Deficit in the scheme (116.0) (30.1) (14.5)
Pension liability before deferred tax (116.0) (30.1) (14.5)
Deferred tax 348 11.4 6.1
Amount provided to coverscheme defict e n/a 30.7 (2.9
impact on reserves (81°2) 120 (16.8)
* Thes expectac lang-tamm rate of retre on the asaets is as foliows:
Unitect Kingdom 7.0% {equitias 8.49%, bonds 4.8%, athar 3.8%)(2002: 7.2% {squlties 8.0% bonds 5.5%, othat 4 .5%))
Giermany 4.5% (2002 5,5%)
Japan 1.75% (2002 2,75% (equities 5.9%, bonds 2.5%. olher 2.5%))
Movement in surplus (deficit) during the year:
Km%rc;’gag Garmany Japan
£m £m £m
Surplus (deficit) in scherne at beginning of the year 68.0 (25.3) (13.6)
Exchange adjustments - (3.4) -
Current service cost (11.0y (0.3 2.2
Past service cost - - -
Gain on curtailment - 22 2.2
Cash contributions - 1.1 56
Other finance income (expense) 16.0 (1.4 0.2)
Actuarial loss (189.0) (3.0) 6.3)

Deficit in scheme at end of the year {116.0) {30.1) (14.5)
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31.Purchase and disposal of businesses

(i) Purchase of businesses ‘
Acquisitions during the year include Mute Limited (a recorded music business in the LK), Gold Label Limited (arecorded music
business in Hong Kong), eCentury Limited (a recorded music business in Taiwan), Rover Music NV and A&S Productions bvba
(music publishing businesses in Belgiumj) and an additional 50% stake in Delabel Editions SA (a music publishing business in France).

Hook value Fair valua

of assets ) é?&l}e

" ey

Music copyrights - 8.6 86
Tangible fixed assets 0.3 - 03
Stocks 0.8 0.8) -
Debtors 10,6 4.0) 6.6
Creditars 7.6) (0.6) {8.2)
Tax 0.2 - 0.2
Borrowings 4.3) - 4.3)
Net assets acquired (before cash) - 3.2 3.2
Goodwili capitalised 39.8
Defetrred consideration payable (20.6)
Net cash congideration 224

Satisfied by;

Total consideration 437
Deferred consideration payable (20.6)

Cash consideration 231
Net cash acquired ©.7)
Net cash consideration 224

The adjustrments to book value of £3.2rm were made to bring the valuation of the assets acquired in line with the Group's
accounting policies.

All acquisitions have been accounted for using the acquisition method.

{if) Disposal of joint venture (HMV Group plc)

m

Share of gross assets less share of gross liabilities at 31 March 2002 (159.9)
Share of loss for year to 31 March 2003 (0.5)
Net liabilities disposed of (160.4)
Goodwilt previously written-off 175.3
Profit on disposal 2152
Tax on prior-year unrealised profits (25.6)
Provision for HMV pension shortfall (Note 32 (i) 50
Cash inflow on disposal 2090.5
(iii) Disposal of businesses

Net cash outfiow from disposal of businesses includes the disposal of Disky Communications Europe BV (a recorded music
business in Holland).

m

Tangible fixed assets 0.2
Stocks 5.0
Debtors 227
Creditors (12.7)
Provisions 0.2)
Tax 26
Minority interest (1.5)
Net assets disposed of 16.1
Goodwilt previously written-off to reserves 84
Loss on disposal (25.2)
Cash outflow on disposal (0.7)
Compnsing:

Cash disposed of (3.2)

Consideration received 25

Cash outflow on disposal (0.7}
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Notes to the Financial Statements

continued

32.Related party transactions
The Company has taken advantage of the exemption under FRS8- Related party disclosures not to disclose related party
transactions between Group subsidiary undertakings. The Group had several transactions with other related parties during the year.

(i) HMV and HMV Group plc
As part of the sale in 1998 of the companies and assets comprising HMV and HMV Group pic (HMV Group) the Company acquired
a45.2% equity stake, and 50% of the Junior Preference Shares, in HMV Group for £87.5m.

An additional £25m, in the form of deferred consideration, was to be recaivabie on {inter alia) a listing of any part of the share capital
of HMV Group on any recognised stock exchange, or 28 March 2003, In addition, an amount of up to £25m further consideration
was to be receivable if Advent International Corporation and related investors achieved a specified return on their investment in
HMV Group on alisting. As a result of additional equity and preference share issues during 1999 by HMV Group, in which the
Gornpany subscribed £9m for additional ordinary and preference shares, at 31 March 2002, the Company owned a42.65%
(39.90% fully diluted) equity stake in MMV Group, and 18,08% and 49.15%, respactively, of HMV Group's Senior ‘A’ Preference
Shares and Junior Preference Shares. The Group also made available to HMV Group a £50m working capital revolving credit
tacility (the EMI Revolving Credit Facility), no part of which was drawn during the year.

On 15 May 2002, HMV Group shares were adrmitted to listing on the London Stack Exchange, pursuant to a global offer which
involved the Company selling part of its holding of ordinary shares in HMV Group. The net cash proceeds payable to the Group

as aresult of the flotation comprised the following elements, namely £69.4m, represanting () the deferred and contingent
consideration payable to the Group by HMV Group on its listing under the terms of 1998 sale agreement between the Group

and HMV Group, as described above, and (i) the redemption of the Cormpany’s holding of senior preference shares in HMV Group,
together with £72.9m in respect of ordinary shares in HMV Group soid by the Company in the global offer,

Following these transactions. the Group retained a residual shareholding in MMV Group of 14,5%. This holding was subject to lock-
up arrangements for six months from flotation. On 19 November 2002, the remaining 14.5% interest was sold at a price of 120p
per share, which raised net proceeds of about £69m.

As part of the 1998 transaction, the Group also entered into an indemnity deed with MMV Group relating, among other things, to
guarantees given by the Group of approximately 87 leases. Under the deed, HMV Group agreed to indemnify the Group against
any payments made under those and certain other guarantees and indemnities. HMV Group undertook to use reasonable efforts
to amange for the release of those guarantees. The aggregate annual rental payments under guaranteed leases are approximately
£24.4m, although they are subject to adjustment both up and down under certain circumstances, The guaranteed leases have
terms which expirein one to 23 years, and many of the leases expire in years beyond 2013.

As part of the flotation arrangements, the EMI Revolving Credit Facility was cancelled. The indemnity deed remains in forcein
respect of lease guarantees, and HMV Group has secured those obligations pursuant to a security deed, the Company's rights
under which rank second behind banis which provide senior credit facilities fo HMV Group.

Under the 1998 Sale Agreement, as from 31 May 2003, HMV Group employees will cease to be active members of the Group's
UK Fund. They will have the opportunity to join the HMV Group Pension Scheme and, if they so elect, to transter their Group Fund
benefits in terms of accrued service 1o the HMV Scheme. The Sale Agreement provides for a transfer payment to be made from the
Group’s UK Fund to the HMV Scheme in respect of benefits so transferred, the transfer payment being made in accordance with
actuarial assurmptions but agreed as part of the Sale arrangements. If the transfer payment so calculated exceeds the share of

the assets of the Group’s UK Fund aftributable to the transferring members, the Company is obliged to make up the shortfall,
Anestimate of £5m was provided in the year in respect of the Company's potential liability in this regard and charged as a non-
operating exceptional item (see Note 9 (i) for further details).

The Group also assigned various trademarks to HMV {IP) Limited including the ‘Dog and Gramophone’ trademark and HMV
acronym in consideration for the payment of £2m over a period of three years. HMV (IP) Limited licensed back to the Group
for no consideration the right to use the ‘Dog and Gramophone' trademark on its recorded music products.

During that part of the year ended 31 March 2003 for which MMV Group plc was a joint venture, companies within the Group made
sales of £2.2m (2002: £82.3mj to companies within HMV Group.

(ii) Delabel Music Publishing and related companies

Pursuant to a Heads of Agreement signed in July 1998, in December 2002, the Group completed the acquisition from Emmanuel
de Buretel, Chairman and Chief Executive Officer of EMI Recorded Music Continental Europe, of his 50% sharsholding in Delabel
Editions SA, his 50% interest in Delabel Music Publishing (UK) Limited and his 17% shareholding in Source (UK) Limited. The
consideration for the Delabel Music Publishing (UK) Limited shares will be determined by reference to a formula based on future net
publisher’s share over a three-year period, whilst that for the Source (UK) Limited shares is an override royalty on certain net sales of
albums released by Source (LK) Limited artists. The consideration for the shares of Delabel Editions SA was €21.4m with a one-off
future payment which will be determined by reference to a formula basad on 15 times net publisher’s share not to exceed €1.5m.

(iii) Nchester Investments

As part of the arrangements for Alain Levy’s appointment as Chairman and Chief Executive Officer of EMI Recorded Music. the
Company agreed to reimburse to lichester Investments Ltd, a company controlied by Mr Levy and his family, rental and certain
other payments due in respect of that company’s leasehold offices in central London, pending the disposal of the lease, Such
payments reimbursed or accrued due to lichester investrents Ltd, as at 31 March 2003, totalled £138,232 (2002: £59,400).
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32.Related party transactions (continued)

(i) Project Typhoon ‘

In July 2002, the Group entered into a joint venture agreerment ( Project Typhoon') with Mr Norman Cheng who subsequently
joined the Group as Chairman of EMI South East Asia. Pursuant to that agreement, the Group agreed to establish and fund,

on an ongoing basis, new businessas in the People’s Republic of China, Hong Kang and Korea, in which Mr Cheng has or will
have an equity interest. It is envisaged that once these businesses are fully operational, Mr Cheng will assume full responsibility
for their management and will step down from his role as Chairman of EM! South East Asia. The Group has an option to buy,
and Mr Cheng has an option to sell, his equity interest in the joint venture businesses in 2009 at a price determined by reference
to a formula based on a multiple of earnings over a three-year pariod. Such a price can be limited to not more than US$100m.

33.Post-balance sheet events

On 19 July 2002 the Group announced that it would compilete the purchase of the Jobete song catalogue, one of the world's
premier music publishing catalogues containing the classic standards of the Motown era, The Group acquired an initial 50%
of Jobete Music Co., Inc. in 1997. It acquired a further 30% on 10 Aprit 2003, for a consideration of US$109.3m. The minority
shareholder has the right to require the Group to buy the remaining shareholding at a date not earlier than April 2004 and not
later than April 2005, failing which the Group has the option, exercisable in October 2005, to purchase the shareholding.

The consideration payabile for the remaining 20% will be not less than US$75.1m and not maore than US$86.3m.

34, Significant investments

The businesses set out below are those which were part of the Group at 31 March 2003 and in the opinion of the Directors
significantly affected the Group’s resuits and net assets during the year. Except where otherwise stated, the country of
incorporation is England, the operations are within the United Kingdom, the shares arein equity share capital and the businesses
are wholly owned.

Subsidiary undertakings Corporate

Recorded Music and Music Publishing EMI Group Finance pic

Capitol-EMI Music, Inc. (USA) EMI Group Holdings (UK) Ltd

Capitol Records, Inc. (USA) EMI Group Intermational Holdings Ltd
Chrysalis Records Lid EMI Group North America Holdings, Inc. (USA)
EMI Music Germany GmbH & Co. KG EMI Group North America, inc.(USA)

EMI Entertainrent World, Inc. (USA) EMI Group Worldwide Ltd

EMI Music Australia Pty Ltd (Australia) Virgin Music Group Ltd"

EMI Music France S.A. (France)

EMI Music ltaly SpA (taly)

EMI Music Publishing Ltd

EMI Records Ltd

Jabete Music Co., Inc. (USA) (50% owned)?
Priority Records, LLC (USA)

Toshiba-EMI Ltd (Japan) (55% owned)
Virgin Records America, Inc. (USA)

Virgin Records Ltd

" Hedd diirectly by the Cornpary,
# Jobete Music Co., Inc. has been consolidated as a subsidiary, evan though it was only 50% ownad, in accordance with section 258(4) of the Companies Act 1985,
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Five Year Summary

2003 2002 e all 2000 1939
£m m £m £m €
Results
Turmnover:
Continuing operations 21754 24458 26727 23865 23735
Operating profit:
Continuing operations
Group operating profit before exceptional iterns and amortisation 254.0 190.9 332.5 290.6 269.7
Share of joint venture operating profit 0.4 34.3 34.4 27.7 30.1
Share of associates’ operating profits (losses) 0.2 (1.1) (3.8) 0.8 0.7
Total operating profit before exceptional items and amortisation 254.6 224.1 363.1 319.1 299.1
Qperating exceptional items (24.9) (242.4) (42.9) (4.0) -
Amortisation of goodwill and music copyrights (42.8) {(51.3) (53.8) (34.6) 27.3)
186.9 (69.6) 266.4 280.5 271.8
Non-operating exceptional items;
(Losses) profits on businesses disposed of or terminated (25.2) - - (9.9) 37
Profits on disposal of fixed assets and investments 234.9 - - 52.4 -
Profit {loss) before finance charges 396.6 (69.6) 2664 3230 2755
Finance charges (77.3) (83.2) (103.6) (73.7) 72.0)
Profit (loss) before taxation 318.3 (152.8) 1628 2493 2035
Taxation (83.2) (38.2) (70.9) (73.0) {71.7)
Froiit (loss) after taxation 236.1 (191.0) 91.9 176.3 131.8
Minority interests (6.4) (8.5) {12.7) (17.9) 9.2)
Profit {loss) attributable to members of the Holding Company 229.7 {199.5) 79.2 158.4 122.6
Operating assets
Music copyrights 451.2 518.2 546.8 521.0 3736
Goodwill 56.2 34.0 61.1 26.7 11.6
Property, plant, equipment and vehicles 289.4 277.3 306.8 337.2 348.7
Fixed asset investrents 222 295 48.6 38.0 58.2
Investments: own shares 7.3 13.1 14.4 18.4 19.9
Stock and debtors, excluding taxation and interest 973.9 919.6 994.9 8829 810.2
Creditors and provisions, excluding taxation,
dividends and interest payable (1,210.4) (1,296.4) (1231.3) (1,106.4) (1,126.6)
Investment in HMV Group plc - {1509y (168.3) (169.0) (167.5)
Operating assets 589.8 335.4 573.0 548.8 3281
Key statistics
Net borrowings 859.8 10579 992.8 921.2 7252
Net cash inflow from operating activities 118.3 211.9 314.8 246.5 330.3
Capital expenditure:
Fixed assets (continuing operations) 68.5 39.2 42.8 37.8 44,7
Eamings per Ordinary Share;
Basic . 203p (265p) 10.1p 20.3p 15.7p
Adijusted diluted 18.6p 1180 21.9p 19.2p  185p
Dividends per Ordinary Share 8.0p 8.0p 16.0p 16.0p 16.0p
Return on sales 11.7% 78% 12.4% 122% 11.4%
Effective tax rate {before exceptional items and amortisation) 25.3% 300% 273%  30.0% 30.9%
Interest cover - excluding joint venture 3.9x 4.0x 5.2x 8.9% 7.3x
Dividend cover 1.85x 1.5% 1.4x 1.2x 1.2x

Since 1 April 1998, several new accounting standards have been adopted (FRS9 to FRS19) and, where appropriate, comparative
results have been restated to reflect the resulting changes in accounting policies and presentation of information.
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Investor Information

Financial calendar
Results announcements
nterim to 30 Saptermber 2003
19 Novernber 2003
Final to 31 March 2004;
18 May 2004"

AGMs and Reports

2003 Annual General Meeting:
9 July 2003

2003 Interim Report:
28 Novernber 2003

2004 Report and Accounts:
8.June 2004°

2004 Annual General Meeting:
13.July 2004°

Dividend payment dates
2003 finat:
payabie on 3 October 2003 to shareholders
anthe register of members at the
ciose of busingss on 5 September 2003
2004 interim:
payable on 2 April 2004 fo
shareholders on the register of members
at the close of business on 5 March 2004

“Proposed dates

Lioyds TSB Reglstrars

Questions about shareholdings, or changes of
address or any other particulars, should be sert to:
Lloyds TS8 Registrars, Sharehalder Sarvices,

The Causeway, Worthing,

Waest Sussex BNGD DA, UK.

A heipline, availabke at local call rates in the UK only,
operates during nomal office hours on

0870600 3984, Shareholders outsida the UK shouid
call +44 121 415 7060.

www.shareview.co.uk

Lioyds TSB Registrars have a website at;
www.shareview.co.uk where shareholders can view
information about their sharehoidings, as well as find
information on how to register a change of name and
what to do if a sharg certificate is lost. There are also
facilities to downioad forms relating to changes of
atldress, dividend mandates and stock transfers,

Multiple accourrts

If sharsholders receve multipie copies of the Group's
Annual or Interim Raports, dus to differing name and
address details, thay should write to Lioyds TSB
Registrars raquesting that their accounts be
amalgamatecd.

t of dfivie
socie'ly
Shareholders who wish to have their dividends paid
directly inte their LK bank or bullding society
account, with the related tax voucher being sert to
their registerad ackirass, should request a dividend
mandate form from Uoyds TSB Registrars or
downioad the form from www. shareview.co.uk

15t bank or building

Payment of dividends to overseas
shareholders
Amangements can be made for shareholders in
arangs of countries outside the UK to have their
dlividends paid directly into their bank account.
To find out if such a service can ba made available
to you, please contact Lioyds TSB Registrars on
+44 121415 7047,

Low-cost share dealing service -
NatWexst Stockbrokers

An gxacution-only service, for holders of Ordinary
Shares, is availabla for the sale and purchase of the
Company's shares at an attractive commission rate.
Details about this secvice may be obtained from:
NatWWeast Stockbrokers,

Corporate & Employee Services,

55 Mansell Street, London E1 8AN, UK;

Tel. 0870 600 2050;

a-mail contactces@natwest.com

This information has been approvad for the purposes of
section 21(2)bj of the Financial Services and Markets Act
2000 by NatWiest Stockbrokers Limited, which is a membar ot
the |ondon Stock Exchange and is reguiatad by the Financial
Services Authority,

ShareGift

If you have a small number of EMI Group plc shares,
with a value that makes it uneconomic to sell them,
you rnay donata the shares to charty through the
Share(ift scherme operated by The Orr Mackintosh
Foundation, Further information on ShareGift can be
obtained from their website at www.sharegift.org or
by calling 020 7337 0501,

Individual Savl'mAmmt (15A)-

Lloyds TSB Bank Pic!

Lioyds TSB Bank Plc can provide a single company
15A for EMI Group ple Ordinary Shares. Details of
this 154, which iz only available to UK-resident
shareholders, may be obtained from Lioyds TSB
Registrars either by writing to them at:

The Causaway, Worthing, Wast Sussex BNSS 6UY,
or by calling their ISA helpling on 087024 24 244,

Morrthly Purchase Plan (MPP)-

Lioyds TSB Bank Pic”

Lioyds TSB Bank Plc provides an MPP for EMI
Group ple Ordinary Shares. information about this
MPP may be obtained by writing to:

Lloyds TS8 Registrars Scotiand,

PO Box 28448, Edinburgh EH4 1QW,

or calling the MPP halpline on 0870 60 60 268,

American Depositary Receipts (ADRs)

The Company's ADRs trade on the Over-the-Counter
market, with ane American Depositary Share (ADS)
representing two EMI Group pl; Ordinary Shares,
JP Morgan Chase Bank is the Dapositary for the
Company's ADSs. Enquiries should be dirscted to:
JP Morgan Service Center,

PO Box 43013, Providence, RI02940-3013, USA;
Tel: 1- 8004284237 (toli-tree in tha USA)

or 1-781 575 4328;

Website: www.adicom

£/USS dividend conversion facility

Thig service enables the holders of Ordinary Shares
who arg rasidant inthe US to recaive their dividends
inUS dollars rather than pounds sterling. Details of
this facility rmay be obtained from:

DB Services Tennesses, inc.

PO Box 305050, Nashwilla, Tennessee 37230, USA;
Tol: 1-6158353100.

Share sale facility’

Holders of Ordinary Shares, who are resident in the
US and who wish to sell their shares, can submit
their share certificate(s) to:

Lioyds TSR Registrars, Shareholder Services,

The Causeway, Worthing,

West Sussex BNSF 6DA, UK.

The registrar, after receiving a minimun of six
applications, avanges for all the shares represanted
by the certificates received to be sold in one
transaction, Theraafter, the proceads of the sale,

less any transaction costs, are split amongst the
participants in proportion to their shareholdings

and the resuttant amount remitted to each participart
in US dollars.

UK capital galns tax information

“The market value of the Ordinary Shares of EMI
Group plc (then known as THORN EMI pic) heid
on 31 March 1982, as adjusted for subsedjuent
capitalisation issues, was 408.16p per share.

The base cost of EMI Group pic Ordinary Shares
acquirad prior tothe demerger of 19 August 1995
will nead to be apportioned between EMI Graup plc
Ordinary Shares of 25p each and Thorn pic Ordinary
Shares of 26p in the proportion 78.8% 10 21.2%.

The base costof EMI Group plc Ordinary Shares of
25p each held prior to the share capial
reorganisation of 21 Juty 1997 will then need to be
apportioned between the new Ordinary Sharas of
14peach and the former B Shares of 114.5p eachin
the propartion 89.4% to 10.6%.

Share price information

In the UK, the market price of EM! Group pic Ordinary
Shares is available on Ceefax and Telstext, or by
callingthe FT Cityline service on 0906 843 4214

or 0906 003 42 14 (calls charged at 60p per minute).

Unsolicited mall

By law, the EMI Group pie share register has to be
available for public viewing. If you wish to aveid
raceiving unsolicited rail from other onganisations.
plaase write to!

Mailing Preferance Service,

Freepost 22, London WIE 7EZ,

or call 08457 0345592 for an application form.

Annual and interim Reports

Copies of the Group's previous Annual and Interim
Raports are availabie from the Corporate
Comrmunications Departrment at the address shown
below initalics, or, for 1997 onwards, on the EM}
Group wabsite at the addrass shown uncier
Wehsite/general enquiries below.

Social Responsibility Report and information
The Group's Social Responsibility Report for 2003
will ba published during the summear of 2003 and will
be made availabie on the EMI Group website at the
address shown below. The printed version and
further infarmation on social responsibility matters
may be obtained from the Corporate
Communications Departrent at the address shown
under Websila/ganeral enguiries balow.

Website/general enquiries

The EMI Group website provides news and financial
information about the Group, as well as its Becorded
Music and Music Publishing businesses, together
with links to its recerded music labets.

Ganeral encuiries may be addressed to the
Corporate Communications Departrnent af;
EMI Group plc,

27 Wrights Lane, London W8 5SW, LK,

Tel. 020 7795 7000;

Callers frorm outside the UK should call:

+44 20 7795 7000;

Wabsite: www.emigroup.com

4 The pubiication of the information i respect of Indiviclial Savings Accourts, the Morthly Purchase Plan and the Share Sale Facility has been approved, for the purposes of section 21(2)(b)
of tha Financial Services and Markats Act 2000, by Uloyds TSE Bank Pic, part of the Lioyds TSB Group, which is regulated by tha Financial Services Authority.

Analysis of Ordinary Shareholdings at 15 May 2003

Pange Ho, of hotdings 9% Balance as at 15 May 2003 E)
1to 500 11,268 46.00 2,382,069 0.3
501 to 1,000 5679 23.18 4,194,879 a5
1.001 to 10.000 8415 26.19 15,360,726 2.0
10,001 to 100,000 669 2,73 23,903,269 3.0
100,001 161,000,000 326 1.33 110,643,321 14.0
1,000,001 and over 139 0.57 632,113.669 802
Yotals 24,496 100.00 788,597,933 100.0
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